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SECOND QUARTER 
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A Realistic Reappraisal of 
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--Looking to 1961 
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‘ 


Paradox of 
SING CAPITAL EXPENDITURES 
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By ener CAREY 


Contrasting Prospects for... 
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WILL TELL YOU WHICH COMPANIES 
TO HOLD—TO SELL—TO BUY... 
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SPECIAL MID-YEAR 
SECURITY RE-APPRAISALS | 


> & DIVIDEND FORECASTS 
Oe) 


it 


TIMELY, INFORMATIVE, VALUABLE — You will find these famous, original Mid-Year 
Forecasts — so accurate in projecting dividend trends and changes throughout the years — to be 
of the most practical dollars-and-cents value whether you are a substantial or a modest investor. 




































It weighs outlook for companies in 27 basic industries as a realistic guide to security values at this 
time .. . and appraises earnings-dividend prospects for the individual companies over the balance 
of 1960, into 1961 — in the light of business outlook . . . international-financial trends . . . competi- 
tive position at home and abroad. 


These Re-Appraisals Will Give You: 
> THE VARYING STATUS OF EACH INDUSTRY . . . LOOKING TO 1961 


— Supply and demand potentials . . . for civilian .. . for readjusted defense production’, . . 

— Industries where diversification can absorb current productive capacity . . . those where over- 
expansion exists . . . where largely — where partially readjusted. * 

— Covers consumer goods — durables — non-durables — and capital goods ... and will call atten- 


tion to industries strategically placed. 


PEARNINGS AND DIVIDEND PROSPECTS FOR INDIVIDUAL COMPANIES .. . 
—WHERE DIVIDENDS ARE SECURE... LIKELY TO BE INCREASED...CASUALTIES IN THE MAKING 


— Latest statistics clearly presented in concise text and tables with vital facts and figures .. . give 
working capital position, with clarifying comments on changes in corporate liquidity . . . where 
new financing is likely 

— Takes up position of individual companies — their diversification at home and abroad . . . traces 
trend of sales — where increasing — where static — where declining . . . showing rise or fall in 
profit margins — and why 

— Analysis in depth will project earnings-dividend prospects into 1961 .. . giving you both market 


and investment appraisals 


To Assist You Further, We Will Star (*)— 
SELECTED SECURITIES IN BEST POSITION LOOKING TO 1961 


To Hold to Buy For Security and For Income .. . Speculative Opportunities with Leadership 
Potentials . . . and which Issues to Avoid. 
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How Western Electric Helps to Keep 


Down the Cost of Telephone Service 


There are great benefits for telephone users in the fact that 


the Bell System has its own manufacturing and supply unit 


The Western Electric Company is 
an integral part of the Bell System 
—an essential member of the Bell 
System team serving you. 

You get some idea of Western 
Electric’s job when you consider this 
amazing requirement: Western must 
be ready at all times to produce and 
deliver to the Bell telephone com- 
panies 200,000 different kinds of 
apparatus and parts for telephone 
equipment. 





The quantity of these items varies 
over an astonishing range in any year 
—from one to many millions! 


Western Electric’s specialized 
skills and experience are big assets, 
of course, in doing the best and most 
dependable job at the lowest cost. 
But they would be far less effective, 
and might not have been developed 
at all, if Western Electric were not 
a part of the Bell System. 


In no other way could it work so 
closely with the research of the Bell 
Telephone Laboratories and the 
needs of the Bell operating com- 
panies. The common goal is the 
betterment of telephone service. 


Without Western Electric econo- 
mies, the price of your telephone 
service would surely be more and 
the quality less. 


For the savings that Western 
Electric Company has achieved in 
manufacturing have played an im- 


BELL TELEPHONE SYSTEM (da 





WESTERN ELECTRIC is the manufacturing and supply unit of the Bell System. More than 
47,000 of its 129,000 emplovees have been with the company for over ten years. 13,000 
for more than twenty-five years. Their experience is one of the company’s greatest assets. 


portant part in offsetting some of 
the increases in other costs of pro- 
viding service. Many of these in- 
creases have been due to inflation 
and are beyond our control. 


Helpful in Defense 


Because of the capabilities that 
Western Electric has developed to 
do its telephone job, the U. S. Gov- 
ernment has called upon it for a 
number of military projects. 


We are proud of this recognition 
of the Bell System, and look upon 


these projects as a contribution to a 
great national effort. Serving the 


public is our job. But serving the 





nation is our duty. One grows out 





of the other. 


The value of the close integration 
of Bell System research, manufac- 
ture, operation and supply has been 
proved by many years of successful 
operation. 


No other way would work out 
nearly so well or so economically for 
both the public and the country. 
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Politics 


The Trend of Events 


THE RUMP SESSION—It is time now, before Con- 
gress gets into a mad scramble to adjourn for the 
hustings, to alert every American to the fact that 
the reckless, even perilous, “common situs picket- 
ing” bills (S. 2643 and H. R. 9070) still pend, still 
have vigorous labor baron support. They conceivably 
could be passed in a legislative rush to clear the 
decks of Congress. 

The identical measures would license the construc- 
tion unions and James R. Hoffa’s teamsters to resume 
blackmail picketing. Such a license would not only 
threaten public order and the national economy but 
the defense of the nation as well. 

In view of the Defense Department’s recent ad- 
mission of slow progress in the construction of our 
missile bases, and against the background of the 
recent machinists’ strike at Cape Canaveral it is 
difficult to believe that this vicious and threatening 
measure will receive consideration, but it could slip 
through in the sure-to-be confused post-convention 
Session—in the absence of public protest. 

The Cape Canaveral strike 


The pickets did not limit their activities to the 
part of the base where Convair workers were em- 
ployed but picketed all entrances. As a result, the 
employees of the building contractors and subcon- 
tractors refused to cross the picket lines so that all 
construction work was brought to a standstill. 

In addition, the pickets were also successful in 
persuading hundreds of employees of wholly unre- 
lated weapons contractors testing other missiles— 
Boeing, Douglas and Lockheed—to cease performing 
their services. They also brought about work stop- 
pages among employees of associated contractors 
doing essential electronic work—Burroughs, General 
Electric, Kellogg and Radio Corporation of America. 

Fortunately, a Federal District Court injunction 
restrained this vicious, near-treasonous secondary 
boycott, thus confining the strike to Convair alone 
and allowing the major work of the base to proceed. 
If the “common situs bill’? had already become law, 
operation of the Cape Canaveral base would have 
been halted for an indefinite time. 

No enemy could want greater “aid and comfort” 

than this bill provides. If the 





starkly etches our peril. As a 
result of an impasse between 
the machinists’ union in con- 
tract negotiations at several 
Convair plants, the union 
struck. Shortly thereafter the 
union sent pickets to Cape 
Canaveral where Convair is 
engaged in Atlas missile re- 


search and testing. regular feature. 





We call the attention to the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and businessmen. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


picketing of all of Cape Cana- 
veral was not treason within 
the definition of the Constitu- 
tion (we are not actively in a 
hot war) it was certainly sabo- 
tage of our program of deter- 
rents to the enemy in the cold 
war. Better a law to effect 
compulsory and binding arbi- 
tration in labor-management 
disputes in defense industries. 
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* Of Special Interest 











to Subseribers at this Time 











AT the suggestion of a fellow-subscriber, we reprint, without change, the editorial origin- 
ally appearing in our issue of January 2, 1960. 

@ This Forecast has proved to have been unusually accurate in anticipating econo- 
mic developments and stock market trends for the year to date. 

@ But more important, is the fact that this projection was based on an ob- 
jective analysis of the three alternative paths open to us at the beginning of 1960, 
instead of on wishful thinking. And the realism of this method speaks for itself in 
the light of events seven months later! 

Our motive for re-publication is not, however, to praise ourselves, but to re-emphasize the 
three alternative courses which still face us today, just as they did last January. 

Since the temptation to promise easy expedients at the cost of fundamental soundness is in- 
herent in political electioneering, we hope our readers will ponder carefully over the far- 
reaching consequences of each of these three alternatives in making their decision as to the 
candidates they are going to vote for on November 8, 1960. 

















AS WE ENTER 1960, a political year with an all- 
important presidential election, we can expect 
the air to ring with rousing predictions of the great 
days that lie ahead in the decade of the sixties. We 
do not intend to join the chorus, nor will we attempt 
to coin a tricky phrase such as the “glorious sixties,” 
the “scientific sixties” or the like. For in our five 
decades of publishing we have learned that long 
range predictions are pure guesswork. 

Attempts at “distant future” prognostications 
ignore the unforeseen and unpredictable that may 
arise in the interim — producing social and political 
shifts, such as the intense nationalism abroad which 
followed World War II —the recent financial and 
economic dynamism in Europe—and the tremendous 
scientific developments which ushered in the space 
age and made obsolete many previous conceptions 
of natural forces. And of great importance too — 
although generally overlooked—is the fact that each 
generation in the saddle, intolerant of the thinking 
of those who came before it, wants to try its own 
wings, which upsets the established balance, and 
results in a period of trial and error for which we 
all pay the price. 

Take just the last ten years, for example. We 
entered the fifties with most of the world just begin- 
ning to stir from the ruin of World War II. Our task 
then, it seemed, was to keep our friends’ heads above 
water lest they sink into poverty and eventually into 
the Communist orbit. The “dollar gap” was a princi- 
pal source of concern, summing up in one short 
phrase what was believed to be the most important 
international peacetime problem. 

In our inexperience we went about it like ama- 
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teurs, and are today feeling the effects of ove:- 
enthusiastic “give-aways,” so that now, ten years 
later, the emphasis has swung from a dollar gap to 
wonderment about the soundness of the dollar. Also 
our trade position vis-a-vis the free world has 
changed so radically, that there is serious question 
whether we can continue to compete effectively 
against the modern industrial plants created abroad 
with American aid. / 

Who would have dreamed ten‘years ago, that by 
1960 the free world would be vibrantly alive -- 
healthy and prosperous enough to begin throwing 
off the yoke of socialist ideologies, while the United 
States would be fighting hard to maintain its posi- 
tion in international markets and sinking deeper 
into the welfare “statism” now being rejected 
abroad. 

No, dear reader, we do not intend to attempt to 
categorize the sixties. Events alone can do that, as 
events alone set the tone of the fifties. 


1960 


We would rather devote our efforts to the more 
pragmatic problem of the year ahead, for what 
happens in 1960 will determine our economic and 
political health for years to come, as well as the 
level of stock prices for 1961-62. 

As in all election years, 1960 will be one of empty 
promises and platitudes designed to offer all things 
to all men. But it will also be a year in which real 
issues—vital issues—will have to be met regardless 
of political consequences. For, in view of the radi- 
cally changed international economic picture, the 
position of the United States will hinge on which of 
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three alternatives we follow —each a logical out- ous abuses of trust — disrupt our economy —- cause 


growth of the policies we formulate: 

@ Maintenance of the Status Quo— which means 
a continuing decline in the value of the dollar, as 
the combined impact of rising wages and higher 
prices elevate our cost structure, undermining our 
positi: in world markets, and bringing on a serious 
depression. 





@ 01 rly Deflation — if economic forces are per- 
mitte’ to take their natural corrective course. This 
wou! put an end to the wage-price spiral, enabling 
us tc compete advantageously in foreign markets. 
This ‘ould mean a gradual rise of the dollar to its 
form © high position, and lay the necessary founda- 
tion rv future growth in the 60’s—for that rousing 
prec ion of the “glorious sixties.” 


@S: the Trend Toward Currency Devaluation in 


1961 -if powerful hypodermics are used by the gov- 
ernn nt to keep the boom rolling in 1960, pressured 
by t! » political distortions of a presidential election. 


T: : possible third course is the most disastrous, 
and 160 could readily set the stage for devaluation 


of t! dollar in 1961 or 1962, if political considera- 
tion and self-interest continue to dominate the do- 
mes’ : scene —if loose money policies, unrealistic 


farn. subsidies and other forms of welfare “statism” 
are « ontinued. 


Money and Taxes 


S« far there is no possibility that taxes will be 
reduc ed in 1960. Representative Mills, Chairman of 
the ‘louse Ways and Means Committee, has an- 


noueed with regret, but with emphasis, that gen- 
eral .ax cuts cannot be expected in the coming year. 
The, may be politically expedient, but they are just 


not compatible with the State of the Nation today. 

In the same vein, there are no signs that the 
Federal Reserve Board is prepared to relinquish the 
tight reins it is holding on the money market — nor 
is there any indication that the Administration is 
prepared to yield to Congressional pressures, the 
power to intervene in the Fed’s handling of the 
nation’s money supply. 

low successful these moves will be in checking 
the frightening erosion of the dollar, however, will 
depend on the fortitude our leaders show in handling 
related and equally important problems. 


The Key Issue of Labor 


We are near the showdown of the worst steel 
strike in the nation’s history. Under the law, there 
is little the government can do until the embroiled 
parties have exhausted all avenues for working out 
their own problems. 

ilowever, once it is over, Congress and the Admin- 
istration—regardless of the fact that this is an elec- 
tion year —will have to come to grips with the 
insdequacy of our labor laws, that now permit seri- 


Pm This feature, “WITH THE EDITORS”, appeared in the 
January 2, 1960 issue of THE MAGAZINE OF WALL STREET 
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loss of income for millions of people—and grossly 
interfere with the affairs of citizens not involved 
in strikes. 

Wise leadership will have no trouble in convincing 
the suffering American people that new laws to deal 
with paralyzing strikes are not “anti-labor,” but are 
actually pro-labor and against union bossism. New 
labor laws should put an end to the gravy train, the 
exploitation of the worker — by those who use the 
labor unions as a legalized racket—and who are free 
to tax the citizens of our country for the right to 
work —a right that exists for all men under our 
Constitution. 

Settlement once and for all of our labor problems 
cannot be accomplished in any one year — particu- 
larly in an election year. But we must try with all 
our might, to do so, for unless a start is made in 
1960, we shall have to take the big step that leads 
to the third alternative — devaluation. 


The Stock Market in 1960 

The things that must be done are clear. The things 
that will be done, both at home and abroad are not 
nearly so certain. Hence, the stock market in 1960 
will once again wallow in uncertainty. 

On the one hand will be the powerful stimulus 
of a resurgent economy after the disastrous steel 
strike. On the other, the inevitable letdown that 
must follow the period of inventory rebuilding and 
feverish production to make up for business lost 
in the last half of 1959. 

It is at this point that danger will appear. For 
if the post-strike stimulation peters out by mid-year, 
the political pressures will grow strong to “juice up” 
the economy with props and artificial mechanisms 
of one kind or another. 

Paradoxically, the stock market will probably 
react differently than it has in the past to the events 
of the latter half of 1960. If artificiality rules the 
day, the market will probably begin to deteriorate in 
anticipation of a slowdown. If, on the other hand, 
sound policies are maintained, holding inflationary 
pressures in check, investors will probably take 
heart and hold the line in the belief that business 
will remain sound, if unspectacular. 

Remember, on all counts the stock market is his- 
torically high. It has run up for a decade and has 
more than adequately discounted at least another 
decade of inflation. Just the fact that it is high, 
however, is no indication that it must come down. 
But its height must increase its vulnerability — and 
nothing would administer a greater shock than the 
firm conviction that devaluation of the dollar had 
become inevitable. 

A sound economy coupled with a gradual and 
healthy growth of corporate earnings in a non- 
inflationary atmosphere are the only conditions that 
can support the current market. 
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Factors Precipitating Market Test 


While fluctuating in orderly and indecisive fashion, the stock market looked stronger at 
times last week than could be justified, and at other moments when weakness appeared it 
did not seem to go far enough. Only technical support kept it from reacting further. Concern 
over international tensions is bound to continue, and investment assurance will continue to 
be hampered by Soviet cold war maneuvers that threaten our position in various areas 
around the world and close to our shores in Cuba. The possibility of a step-up in military 
spending, upon which both candidates are agreed, may provide the impetus for improved 
activity this fall — but that still remains to be clarified. If an inflationary spurt were not 
likely to result, we would recommend further profit-taking on rallies at this time. 


By A. T. MILLER 


At a season when stock prices frequently in 
the past have been flirting with their highs for the 
year, the 1960 stock market has been wallowing 
around the lowest levels of the last eighteen months. 
Public interest has waned and intermittent rallies 
are met with increased offerings of equities. Reasons 
for growing apathy and skepticism toward “growth”’ 
stocks have been discussed here on numerous 0c- 
casions. In looking ahead to autumn markets it is 
well to examine factors that have been precipitating 
repeated market tests. 

Principal influences exerting pressures on stocks 
may be classified broadly as either political, economic 
or technical. In the first category, international ten- 
sions are the most potent at the moment, but domes- 


MEASURING MARKET SUPPORT 
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tic politics will gain in importance in another si 
weeks. 
Among favorable and unfavorable economic ac. 


= 


tors receiving attention are: (1) a growing awire., 


ness in Washington that credit relaxation and lov er. 
ed interest rates have not been the panacea the oft 
money people prophesied they would be—(a) it did 
not spur borrowing to any appreciable extent— ind 
(b) the cut in margins did not bring the public ‘at 
the market; instead the volume even declined. 

(2) On the other hand, mounting demand fo) an 
increase in defense spending began to look lik 
possibility. (3) While there is more unemploym:nt 
than is considered desirable, the hardships are cush- 
icned by unemployment and welfare benefits. | 4) 
An unfavorable factor was the unusia 
ly slow recovery in orders for raw mi te- 
rials. (5) A market factor of consicer- 
able importance in the light of the high 
P/E at which stocks are selling today— 
is the uneasiness over corporate profit- 
ability in the face of sales improvement 
—the result of rocketing costs. 





fame 
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Foreign Tensions 


Of all the forces influencing senti- 
ment, probably the foreign political 
crisis has done more to keep security 
buyers in a restless and uncertain mood, 
and will continue to be. This is under- 
standable now that the axe has fallen 
on American properties in Cuba, with 
confiscation costing American compa- 
nies close to a billion dollars, and more 
problems to come should the Com- 
munists be permitted to settle them- 
selves firmly, 90 miles from our shores. 

At the same time, the Soviets are 
arousing animosities, fanning the flames 
of revolution in Africa, in an attempt 
to prevent an amicable settlement of 
the Congo situation, the seriousness of 
which is arousing great anxiety among 
American companies with investments 
in Africa, and having repercussions in 
financial and commodity markets among 
the countries in Europe. 

The Belgian central bank, for ex- 
ample, has been compelled to raise its 
discount rate to 5 per cent in an effort 
to check the outflow of capital from 
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Belgium because of un- 
favorable effects on trade. 
In addition, recurrent TREND INDICATORS venue eaeeeh eememe 
threats action to drive ia — 
out American and other - a 
Western troops from Berlin 490 ~— — 4 
are keeping the tensions at 480 w (iC 
fever pitch. 470 THE MAGAZINE OF WALL STREET * fos 
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Khrushchev’s Unmitigated ee | ti Fee 
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| t 61s at 
T:» Soviet Union’s dis- ul | ut ty Hit aes ons 
rup! ve gesture last week, uoh_-——|1—pow JONES INDUSTRIALS” mm 
proposing a new unwieldy ~ (Scale right) 
sun nit conference on a - a | 
arm ment at next month’s ae 1 | 1 
UN j+eneral Assembly ses- mm fa mae mit " | Pd ae Math ber tH 
siol.. to include 82 nations, iit tl OS al 
seed Mr. K. too—is clear. | "71 -PUw ames Ranmonns 1-7 iy] EE 
ly : maneuver to relegate a } 
the Western Powers to a rT Lee itt i » oe os a 
def: sive position, and, to ‘Cie | ne oul Ty te ig . ~~: 
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set aside the proposal by "nal a DOW JS 4 UMTS o¢ CDR CBOE - 130 
Anioassador Lodge for a Hf [% (yIitli tit we 
serious disarmament meet- OLUME NY. SOK EXCHANGE MILIONS OF SHARES ; pu peat 7 
ing on August 15th. Hf in rm arora toalit 1 t a UTILITIES = 
nder these circum- 2B i era imag th HT ! — + Tithe 
stances, any action or ac- | aa il a vo Qn wi, CO aAniieel 
complishment toward dis- ee Anges att - 
armament is impossible. In ! pa 
fact, one of the conse- 
quences of Russia’s threat- 


ening attitude in the last three months has been the 
general agreement that our missile and spy recon- 
naissance programs should be accelerated. Hence 
there is every likelihood that there will be strong 
demands in Congress for increases in expenditures 
during the rump session. 

Altogether, Russian maneuvers have been de- 
signed to keep us off balance, and she has so ex- 
tended herself around the world that I wonder 
vhether the time has not come to let her stew in 
her own juice, especially in Africa. She is not 
equipped to finance the requirements of the Congo, 
vhich will necessarily be on a grand scale, in 
order to enable this new nation to stand on its 
own feet industrially and administratively. This 
effort would give the Russians such a headache, 
that I believe they would go berserk enough to 
enslave the people, providing a show piece that 
would alienate the rest of Africa, Asia and all 
the neutral states, who would soon realize what 
Sovietizing a country really means. We have not 
yet given the Commies enough rope to hang 
themselves, and I think this might be the time 
fo do so—while they are already deeply involved 
all over the globe. 


On The Economic Front 
Slackness in industrial areas has dampened en- 
thusiasm for stocks. Basic industries, such as autos, 
building, steel and transportation have been disap- 
pointing. Output of motor cars last month dropped 
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to a level below that of July 1959, the first time this 
year that production had failed to surpass volume 
in the comparable month a year ago. Steel opera- 
tions have recovered slightly from last month’s 
abnormally low rate, but orders have fallen short 
of expectations. Indicative of the letdown in July 
is the fact that commercial and industrial loans 
reported by member banks to the Federal Reserve 
in the four weeks since midyear have fallen $664 
million, against an increase of $103 million a year 
earlier, 

Two developments contributing to reduced demand 
by European investors for American stocks, account- 
ing to some extent for a drift to lower levels, include 
evidence of deterioration in profitability and concern 
over the dollar’s purchasing power in international 
markets if greatly increased military spending should 
cause sizable budget deficits. 

Midyear statements disclosed many instances of 
erosion in profit margins in face of increased sales 
—caused by rising costs and keen competition. Be- 
cause of excessive productive capacity, manufac- 
turers have been unable to raise prices to counteract 
wage increases. 

These are the principal causes of a growing 
tendency in the marketplace to adopt a more re- 
alistic approach to stocks. If growth potentials have 
been hobbled by recurrent union demands for higher 
Wages as well as by consumer resistance to price 
advances and if Mr. Khrushchev intends to pursue 
a war of nerves to the (Please turn to page 608) 
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AVING listened to the Democratic Convention, 
H (covered in our July 30th issue), we could not 
help but be impressed with Mr. Nixon’s acceptance 
speech in Chicago and the soundness of the ideas 
advanced for meeting the Communist threat of an- 
nihilation, and the realism of his economic program. 


@What Mr. Nixon proposes is that, at long last, we 


take the initiative in working out a new rounded 
plan that would put the Communists on the de- 
fensive and shift the leadership to the United 
States, with a view to changing the course of events 
in our favor. 

At the same time, Mr. Nixon welcomes Mr. Khrush- 
chev’s challenge to peaceful competition, and pro- 
poses to meet it, not by adopting Communist 
methods, but by employing even more effectively 
the asset of the political heritage that made our 
people great, and the economic machinery that en- 
abled the United States to reach a pinnacle of eco- 
nomic power. 
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The Two Great 
DIFFERENCES in CONCEPTION 
Between REPUBLICANS and DEMOCRATS 


By McLELLAN SMITH 


And he would extend this competition beyond the 
material realm by throwing down the gauntlet for 
them to match the great spiritual values of our civi- 
lization in truth and honor. 

And, what is more, Mr. Nixon fully recognizes the 
truth that “Government cannot do this job alone.” 
Only the voluntary action of our citizens, guided by 
a keen knowledge of the principles for which free 
people stand, can outwork and outlast Communism 
and other forms of tyranny. And in the process we 
will act to strengthen our moral fiber by building « 
new sense of the responsibility the possession of 
freedom entails. 


Further, he says that excellence rather than me- 
diocrity must become our goal. And while stil] main- 
taining our basic high standard of living all segment: 
of the population must accept a self-discipline tha‘ 
will avoid waste, and turn our energies into projects 
that will both promote the national welfare and wir 
the respect of the world. 
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IMPORTANT PLANKS 
IN THE DEMOCRATIC PLATFORM 


Agriculture 
igid price supports at 90 percent of parity, plus new sub- 
si es; the system which has piled billions of dollars worth of 
f--m surpluses in bins now costing over $1 million a day for 
s- rage. Like Republicans, would expand the Soil Bank. 


Education 
arge-scale Federal aid, both for classroom construction and 
chers’ salaries. 


Defense 
Yevotes more attention to criticism of the present Adminis- 
tion than to the problems of defense. Belittles Administra- 
n accomplishments through a deliberate downgrading of our 
sent defence stance. Advocates a near-crash program with- 
t specifics in the various areas of weaponry and power. 





Economic Growth 
Sets an arbitrary annual expansion rate of five percent, but 
ys only passing tribute to the free enterprise system. As in 
e defense plank, blames our failure to achieve an annual 
e percent gain on the policies of the present Administration. 


Labor 
Would soften up Taft-Hartley and Landrum-Griffin Labor 
cts; guarantee a minimum wage of $1.25 an hour; repeal 
xe Federal law permitting States to ban union shops; set up 
Fair Employment Practices Commission; would revise unem- 
loyment insurance payments, apparently upward. 





Natural Resources 
Accuses the present Administration of harrassing TVA and 
other Federal hydro-electric projects. Pledges continued Federal 
Jevelopment in the area of multiple-purpose river develop- 
nents, even promises to proceed with the generally discredited 
Passamaquoddy project which would utilize rise and fall of 
ocean tides for electric power generation. 


Fiscal 
Would virtually wipe out Federal Reserve System’s powers 
to control inflation. Accents intention to retain present low 
interest rates on Federal securities, but makes no allusion to 
reduction of the Federal debt or preservation of the value of 
the dollar, Indicates that sound fiscal policies of the present 
Administration are responsible for our economic ills. 


Foreign Trade 
Would give Treasury help to businesses and workers injured 
by low-wage imports under GATT. 


Housing 
In a sweeping declaration, it is asserted the Party will pro- 
vide decent housing which older persons can afford through a 
program of direct government loans. Again there is a part’san 
condemnation of the opposition Party, charging it had tried to 
kill the program. 


Urban Problems 
Would create a Department of Urbiculture — at Cabinet 
level—_to take over, financially and otherwise, all of the 
growing pains of the nation’s cities. This could hamper local 
initiative. 

















IMPORTANT PLANKS 
IN THE REPUBLICAN PLATFORM 


Agriculture 
Flexible price supports, but no subsidies which are branded 
as “cruel deceptions.” Like Democrats, would expand the Soil 
Bank, but with payments “in kind” rather than in cash, The 
plank does more to encourage the family farm, break away 
from excessive cash payments to the so-called “factory farm.” 


Education 
Would provide Federal assistance for construction purposes, 
but firmly rejects any Federal moneys for teachers’ salaries. 


Defense 
No abasing acknowledgement of Russian superiority. Stresses 
a highly versatile and mobile defense organization, capable of 
handling anything from local “brush wars” to an all-out con- 
flict. Intensification of research in all forms of weaponry and 
a firm build-up of deterring retaliatory power. 


Economic Growth 
Stresses the need for economic growth within the limits of a 
free enterprise economy. Sets no arbitrary demand for annual 
expansion at the rate of five percent. Recognizes necessity for 
maintenance of a stable dollar lest any achieved expansion | 
be futile. } 
Labor 
Would strengthen the Landrum-Griffin and Taft-Hartley Acts, 
rather than weaken them. Endorses the minimum wage prin- 
ciple but without setting an arbitrary $1.25 ceiling. Does not 
call for repeal of Federal law permitting States to ban the 
union shop. Endorses the principle of Fair Employment prac- 
tices, but asks no law to enforce the principle. 


Natural Resources 
Supports development of new water resources projects on a 
national scale, but adheres to the policy that developments 
should be paid for—at least in part—by the directly benefitted 
areas. Supports the historic policy of Congress in preserving 
the integrity of the States to govern water rights. 


Fiscal 
Would protect the Federal Reserve System from assauit, per- 
mitting it (and the Treasury) to exercise effective control over 
inflation and deflation; pledges unceasing efforts to reduce the 
public debt and preserve the value of the dollar; would em- 
power the President to veto individual items in authorization 





and appropriation measures. 


Foreign Trade 
No Treasury “hand-outs” for industries and individuals 
harmed by low-wage imports; tariff protection instead. 


| Housing 

Would continue efforts to clear slums and promote rebuild- 
ing, rehabilitation of the cities with adequate authority for 
Federal Housing agencies to aid the flow of mortgage credit 
into private housing, and emphasis on homes for middle- and 
lower-income families. | 


Urban Problems 
Recognizes city needs for Federal aid in planning the com- 
plex problems of transportation, slum clearance and rebuilding | 
but promises no direct financial assistance in matters that are | 
local responsibilities. 

















And Now 
@ What Mr. Kennedy Proposes. The Democratic 


iatform too incorporates a challenge to the Com- 


unists, and proclaims a resistance to further 
mmunist encroachment. And it also extolls the 


\merican system, which placed the value upon hu- 


an dignity and contrasted it with “the closed soci- 
y in which the rights of man are sacrificed to the 


” 


4 


tate. 
But beyond such generalities the Democratic can- 
date had no specific ideas for a change in approach 
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to the Communist menace. 

And what was perhaps the worst, Mr. Kennedy, 
in rash hyperbole scarcely justified even in a politi- 
cal campaign, spoke in alarmist terms of the neces- 
sity for rehabilitating an economy that was flat on 
its back, a line that may have frightened some of 
the American public and could give encouragement 
only to the coterie in the Kremlin. In brief, the 
Democratic position is essentially negative. 


On the Economic Side 
The economic realm covers, of course, so many 
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facets that generalizations carry little meaning and 
the candidates’ positions become clear only when 
examined, as we shall do, in respect to narrower 
fields of endeavor. Such analysis makes it obvious 
that the two Parties do have sharply different atti- 
tudes toward business and industry. 

The Democratic platform would make the people 
of this nation increasingly subject to centralized 
bureaucratic control. One brief passage, it is true, 
announces that “the new Democratic Administration 
will confidently proceed to unshackle American en- 
terprise....” but the subsequent commitments sug- 
gest that this is only for the purpose of leading it 
to the executioner. 


An intention to reimpose price controls, never 
previously tolerated by the American people except 
in time of war, is clearly hinted. Mr. Kennedy’s pre- 
dilection for bureaucratic forms not only shows a 
misreading of history which has proved them a fail- 
ure again and again, but makes one wonder why we 
should imitate the Russian scheme of organization 
at the same time we are fighting it. 

The Republican platform recognizes plainly that 
American strength lies, not in government, but in 
its creative enterprise. 

Mr. Nixon disclaimed possession of any magic 
formula for promoting the maximum growth of the 
economy, and asserted that the best method of doing 
this is by increasing the opportunities for private 
invesment rather than expanding the functions of 
government. We must not, he asserts, commit the 
error of following the way of the Communists—even 
they have recently found it necessary to decentralize 
administration and introduce doses of individual 
incentive. 


Democrats Would Restore High Farm Parity Prices 


The Democrats offer, as their contribution to the 
farm problem, little more than a continuation of the 
wasteful system of fixed, high-price supports— 
ninety percent of parity to be exact. It is a system 
which has already piled a two-year supply of grains 
and fibers in warehouses across the land at a present 
storage cost of approximately $1 million a day. A 
platitudinous declaration of intent to save the small 
family farm is voiced, but experience has demon- 
strated that the high price supports have made the 
large, so-called “factory farm” larger, while the 
people living on the family size farm have been 
driven from the soil into the cities to seek employ- 
ment, or to idle there on relief rolls. 


Compare the foregoing with the GOP Agriculture 
plank. There is no promise of continuing high price 
supports which have served to bring about today’s 
condition of storage bins bursting with farm sur- 
pluses. Instead it is proposed to make payments in 
kind out of existing surpluses as part of our land 
retirement (Soil Bank) program, This, in lieu of 
cash from an overburdened: Treasury, would be a 
deterrent to overproduction for the sake of high- 
price support payments, and would help the farmer 
toward a free, competitive market for his crops. 

There is also the pledge of a crash research pro- 
gram to develop industrial and other uses for farm 
products. It might be added that for the past seven 
years, under the present Administration, the De- 
partment of Agriculture has encouraged research of 
this nature, although not on a “crash”’ basis. 
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Can Economic Growth Be Promoted by Gimmicks? 


In the Democratic plank we find a flat declaration 
that the national economy must register an annual 
advance of five per cent, but there are no specifics 
as to how this objective is to be achieved. On the 
negative side there is an assault upon the so-called 
tight money policies of the Treasury and Federal 
Reserve Board. Government interest rates and he 
Federal Reserve Board’s steps to curb inflation ire 
said to be responsible for most economic ills of he 
moment. It is intimated that the economy can be 
forced upward through government spending--a 
theory as fallacious as the drunkard’s philosophy 
that he can drink himself into sobriety. 

The Republican plank, on the other hand, acco: ds 
high priority to vigorous economic growth, and 
recognizes that the mainspring of such growth | es 


in the private sector of the economy, flatly rejectiag | 
the concept that artificial growth, forced by mass ve 


Federal spending and loose money policies, can be 
effective accelerants. Rather, the GOP advocates t 1x 
reform to promote job-making and growth-maki 1g 


investment for modernization and expansion, whith © 


would include “realistic depreciation schedules.” A so 
called for are elimination of wasteful featherbeddi ig 
practices by labor and management alike; the rel:.t- 
ing of wages to productivity; a stable dollar; and d s- 
charge of the Federal government from responsibility 


for those activities more properly within the province | 
of private enterprise or state and local governmen:s. 7 


A Vast New Bureaucracy to Promote Housing 


So far as the Democrats are concerned the sky 
is the limit in the housing field. The promises in- 
clude low-cost, Federally-guaranteed mortgages; a 
sweeping (and expensive) program of housing for 
the aged; virtually unlimited aid to the cities in 
slum clearance projects—all with little regard for 
local responsibilities in the nature of matching 
funds. A partisan charge that the opposition had 
tried to kill the entire Federal housing program is, 
of course, injected into the document. 

The Los Angeles convention went even further by 
adopting a plank which would create a vast new 
bureaucracy—the Department of Urbiculture—to 
aid the cities in their complex problems of slum 
clearance, city planning, traffic and transportation. 
This, like the Department of Agriculture, might 
‘soon become a paternalistic bureaucracy to absorb 
all city responsibilities, at the same time destroying 
initiative at the local level. 

The Republicans, with an eye to Treasury limita- 
tions and the ability of the citizenry to bear the tax 
cost, would continue efforts to clear slums, but with 
adequate and fair local contributions to the program. 
It is recognized that city slums contribute to many 
social ills, but responsibility for correction is not 
entirely a Federal job; local communities should 
bear a portion of the cost. Cooperation with com- 
munities in working out solutions in the areas of 
housing, traffic and transportation is pledged, but no 
raid on the Federal treasury nor the mass transfer- 
ral of these problems to a Washington agency is 


contemplated. 
Should Health Be a Political Footbaii? 
In the emotion-packed (Please turn to page 604) 
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SECOND QUARTER 
EARNINGS REPORTS REVEAL 


— Looking to 3rd and 4th Quarters 


By ROBERT B. SHAW 


AS of this date it is no longer news that 1960 
second quarter earnings reports have been dis- 
tinctly disappointing. The fact has already had its 
impact upon the stock market. It will still be several 
weeks, to be sure, before final comparison with 
earlier periods can be made, but a large enough 
number of major industrial corporations have now 
reported for the recent June quarter to give a clear 
picture of the general trend. 

“arnings reports, are of course, always awaited 
eayerly by investors and analysts as the tangible 
measure, in contrast with foregoing opinions and 
predictions, of corporate progress. But it seems 
probable that earnings for the June quarter just 
ened will be examined with even more than normal 
in’ crest. 

‘irst of all, this period should have marked full 
re overy from last fall’s crippling steel strike. Sec- 
Onvcily, the actual results will test the very optimistic 
A GUST 
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predictions so widely issued at the beginning of the 
year. Finally, prosperity, or the lack of it, is bound 
to figure as a major issue in the forthcoming politi- 
cal campaign. In the light of each of these factors, 
June quarter earnings were destined in advance for 
particularly close scrutiny. 


Sales Growth Retarded; Profit Margins Lower 


Although the basic causes are more complex, the 
immediate explanation for these poorer results is 
simple to find. In contrast with the rapid year-to- 
year sales growth that has come to be regarded as 
normal in the post-war period, sales volume has 
suffered a distinct slow-down between the June 1959 
and 1960 quarters. 

In fact, among the 59 major corporations listed in 
the accompanying table, no less than 22 reported 
sales for the recent June quarter actually lower than 
for the year-earlier period. Many of the remainder 
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were able to claim no better than nominal gross 
revenue gains. Only a handful, representing special 
situations, enjoyed really broad sales expansion. 

But this was not the worst. Almost invariably the 
profit margin, that always thin but nourishing resi- 
due of gross earnings that trickles through to the 
bottom line of the income statement, showed a de- 
cline. This wreaked the more serious injury upon 
those companies which suffered a simultaneous sales 
reduction, but even a number of the more favored 
enterprises which managed to boost their gross, still 
were forced to endure the indignity of reduced net 
income. Overall, for the 59 companies covered in the 
attached compilation, net earnings declined by a 
rather discouraging 17%. 


Problems Would Not Stay Under the Rug 


Within our modern cult of uninterrupted progress, 
any retrogression in sales or earnings is bound to 
create misgivings among investors. But the real 
shock in the June quarter reports is not so much 
the unfavorable comparison with earlier periods, as 
the contrast with the exuberant beginning-of-the- 
year predictions. These, it will be recalled, foresaw 
(with but a few dissenting voices, including our 
own) soaring sales and profit levels for many 
months ahead. It has not worked out that way. 

What went wrong? For one thing, it is now clear 
that those optimistic forecasts almost totally dis- 
regarded a number of serious problems threatening 
the economy. 

1) Back then it was only noticed that the end of 
the prolonged steel strike had flashed a green light, 
and it was innocently taken for granted that the 
refilling of depleted inventories, in conjunction with 
normal growth, assured an unparalleled prosperity 
throughout the coming year. 

2) Such obstacles as the heightened foreign com- 
petition, poorer control of manufacturing costs and 
increasing signs of saturation in the domestic mar- 
ket for appliances and many other items—all of 
which have been discussed frequently in the pages 
of this Magazine—were swept carelessly under the 
rug. But they refused to remain in that concealment, 
and have emerged to take a toll upon corporate 
earnings. 





Low Steel Rate Hurts 


Among particular industries steel probably suf- 
fered the greatest let-down from earlier expecta- 
tions. The hoped-for rush to restore strike-depleted 
inventories somehow fizzled out. During the recent 
June quarter U. S. Steel operated at only 68% of 
ingot capacity, Armco at 74%, and Jones & Laugh- 
lin at 77%. Inland and National maintained better 
schedules at 88% and 87% respectively, but these 
also dropped off sharply toward the end of the quar- 
ter. The industry-wide rate of about 70% was lower 
than for any post-war year, excepting only strike- 
bound 1959 and recession-ridden 1958. 

This paucity of orders had its inevitable reflec- 
tion in earnings. Net per share for the major pro- 
ducers fel] from one third to as much as two thirds 
below that for the corresponding period of 1959, 
with no happy exception to be found anywhere. It 
must be recalled, of course, that sales a year ago 
were artificially inflated by heavy pre-strike buying, 
but due allowance for this circumstance hardly 
cheers up the current picture. June quarter sales 
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and earnings also represented uniform declines from 
the preceding March quarter. 

The full-year operating rate and earnings |eve! 
will almost certainly recover above the depressed 
second quarter. Just the same, things may still get 
worse before they get better. Steel mills are i0y 
working off their own inventories, and the opera ing 
rate probably still has to hit bottom. Looking a | ttle 
further ahead, it may be difficult to raise price : to 
cover the higher labor costs to go into effect on 
December 1. 


Compacts Reduce Auto Profits 


tesults in the automotive industry were consi er- 
ably less uniform than for steel, but were likey ‘ise 
less favorable than for either the preceding or y: ar- 
earlier periods. The growing popularity of the com. 
pacts also makes it increasingly essential to lis. 
tinguish between unit and dollar sales volume. 

Ford, for example, boosted unit car and tr ick 
sales for the first half of the current year 7% to 
1,215,487 vehicles. In the March quarter 22% of 
these were compacts; for the June quarter this j ro- 
portion increased to 35%. Dollar sales in the J ine 
quarter dropped, however, 8.2% from the year- 
earlier level. Resultant earnings of $2.22 a shire, 
comparing with $2.76 a year ago, can neverthe! 2ss 
be considered satisfactory for this transitional »e- 
riod, as the directors’ recent action in lifting he 


quarterly dividend to 75¢ a share from 60¢ affir:s. | 

General Motors, in contrast with Ford, has yet to| 
experience the real impact of the growing emphasis | 
upon smaller cars. In the quarter just ended Cor- 7 


vairs still contributed only 6% of unit sales, and 
even without this assist “big cars” showed a narrow 
unit gain of their own. Dollar volume of $3.4 billion 
was thus about 3% above last year’s level, although 
poorer than for the March quarter of 1960. Adverse 
experience with costs cut net income just a trifle 
below the $1.05 a share for the June quarter a year 


ago. G. M. is scheduled to enter the compact race in | 


earnest in the current quarter, and this may have a 
more conpsicuous effect upon earnings. 

Truck manufacturers, like Mack, can stand aloof 
from all the vexations introduced by the compacts. 
But this company was not immune from the general 
trend, and suffered a sales reduction of 7% and a 
decline in net per share to $1.29 from $1.58 a year 
ago. An accessory manufacturer like Eaton, after a 
relatively favorable March quarter, encountered ex- 
tensive order cancellations, production cutbacks and 
inventory adjustments in the June quarter, and 
these contributed to a sharp drop in per share earn- 
ings to 54¢ from $1.21 a year ago. 

However, tire manufacturers, more closely depend- 
ent upon the stable replacement than original equip- 
ment market, enjoyed better results. 

U.S. Rubber reported a mere 1% year-to-year drop 
in sales for the June quarter and held net per share 
at $1.26, off only 4¢. 

Goodrich was able to rejoice in a healthy, 8% lift 
in sales, although higher natural rubber costs and 
price cutting on replacement tires shaved net income 
per share to $1.01 from $1.03 a year ago. 


Wide Divergence in RCA’s Sales, Earnings 


An extreme illustration of the tendency toward 
a declining profit margin may be found in the re- 
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from | Quarterly Sales, Profit Margins and Earnings of Selected Companies | 
Vel | Second Quarter 1960 First Quarter 1960 Second Quarter 1959 | 
e€5Sed Net Net Net Net Net Net Net Net Net 
1] get Sales Profit Per Sales Profit Per Sales Profit Per 
10W Margin Share Margin Share Margin Share | 
a ing — (Millions) (Millions) (Millions) _ | 
; ttle A‘sed Chemical . a 8.0% $ .87 $184.1 7.3% $ -68 $203.4 8.1% $ .83 
, to s-Chalmers Mfg. .............. -- 282.6 2.7 83 126.4 2.0 28 221.2 2.4 57 
~ | PNOMTIED aie eaeseseece ana 4.0 66 219.2 2.8 35 283.4 48 83 
| erican Cyanamid a ~145.4 8.1 56 159.7 10.3 78 151.6 9.3 66 
erican Tobacco Ses 5.1 1.15 275.0 49 .98 301.0 5.4 1.21 
oon | © nerican Viscose ........ " 53.3 3.2 36 54.8 3.6 41 64.1 6.4 82 | 
tae meo Steel ........ ear 246.8 7.2 1.20 2743 8.0 1.62 332.7 8.7 199 | 
oie ee en | 3.3 .80 230.1 2.3 55 235.8 3.1 76 | 
fates unswiek Corp. oo... ce cee oe 77.1 8.3 78 50.8 4.5 28 57.2 7.6 60 | 
lig. rroughs Corp. .... ......... ssciceacea-tcet 2.5 39 98.6 2.4 37 86.8 1.9 .26 } 
v sterpillar Tractor .... 0.0... 0.0... 202.1 5.7 42 183.2 4.8 .32 225.7 7.9 65 | 
7 sigate-Palmolive 0.0.0.0 0... oo... 151.7 3.6 65 144.6 2.9 -50 150.5 4.0 75 
Vick ntainer Corp. of Amer. .......... ...... 81.6 6.4 49 76.4 6.0 43 80.9 6.3 48 CO 
e to pntinental Cah ............... .......... ... S008 3.2 75 240.9 1.5 -30 295.2 4.4 1.06 
© of Sn 5.4 88 165.3 5.2 80 169.3 4.9 mm” | 
} Yo- own Zellerbach ...... Pee 143.5 7.7 78 132.2 6.8 64 136.6 7.9 ;; an 
J ine stler Hammer 0.0.0... oe ee ee 29.4 4.5 87 25.9 6.2 1.04 29.4 7.7 1.41 | 
year. Diamond Alkali... 0... 38.5 9.3 1.20 33.0 8.6 99 36.1 8.5 1.06 
1.Te, OS a 3.4 54 79.9 5.9 99 81.7 7.0 121 | 
e: 288 ord Motor .......ccccccceceee oe iss ance « SDS 8.8 2.22 1,527.1 9.3 2,61 1,479-0 10.2 2.76 | 
Le. General Amer. Transport... .. 62.3 8.3 93 62.3 8.1 92 56.1 7.8 82 | 
he General Electric 00. oo... ceccccce ceceseeeee 1,065.2 5.5 66 957.4 5.5 60 1,088.8 5.9 ma | 
ras. | General Motors ............. oe 8.3 1.01 3,657.9 8.8 1-14 3,305.5 8.9 105 | 
ot to F Goodrich (B. F.) ......... is taewnsastoxtices 4.4 1.01 200.7 4.5 1.01 187.5 49 1.03 
La.sis | NN i ea ; N.A. N.A. 74 N.A. N.A. 82 N.A. N.A- 73 | 
Cor- § Inland Steel ............c.cece. sien toes, SS 7.0 82 227.5 8.2 1.07 257.2 9.4 1.40 | 
and International Business Mach. .... ..... 354.7 11.6 2.27 339.8 10.3 1-92 319.7 10.9 1.92 
‘row Jones & Laughlin Steel .......... .......... 207.1 4.2 1.02 254.4 7.0 2.22 316.3 8.3 3.34 
Ilion Kennecott Copper .......... ... a, 1 18.5 2.21 117.3 15.5 1.65 132.0 19.2 229 | 
yu xh Liggett & Myers Tobacco ................00 139.0 5.3 1.79 127.4 5.1 1-58 144.0 5.5 1.95 
erse ROH coc sccsisccsesvcsses, sccsasies . 126.9 5.5 1.04 113.6 5.0 84 126.5 5.8 V1 
rifle AGU THINS nin occsccccceccess acces oases, | RD 4.8 1.29 64.6 4.5 1.02 81.6 5.3 1.58 
year Sn | ann 13.2 68 55.7 13.0 69 54.7 14.6 75 
e IN § | Monsanto Chemical ........................... 219.6 7.9 75 212.1 7.6 70 215.8 8.6 .80 
ve a | National Biscuit .............. ee, | 6.2 1.01 111.7 6.0 99 106.5 5.5 86 
| National Steel ..00.....0.000 cece 174.4 5.5 1.26 219.8 8.0 2.35 241.0 9.5 3.06 
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eral | Philip Morris ............... ET 4.3 1.47 118.4 3.7 1.13 130.0 4.0 1.38 
id a | Phillips Petroleum ........ .......... .... .. 301.6 8.6 76 301.4 8.5 75 297.7 9.5 .80 
year | Polaroid Corp. .......... 0. ... es 19.7 9.2 47 20.1 11.2 58 16.0 9.1 38 
er a LO! Se 3.3 78 110.8 3.0 1.44 111.3 3.6 Al 
eX- | Radio Corp. of America... ......... ... 345.8 1.4 .29 361.2 3.6 85 311.9 2.0 Al 
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ulp- | Smith Kline & French lab. .................. 37.1 16.8 43 35.7 16.4 40 34.4 19.8 47 
| Socony Mobil Oil... -. N.A. N.A. 75 N.A. N.A- 97 N.A. N.A; 66 =f 
Lrop | Standard Oil of New Jersey .... .... .. 2,105-0 6.8 66 2,212.0 7.6 79 2,099.0 7.0 69 
are MME Sc eet te Ne tng da: N.A. N.A. 1.32 N.A. N.A- 1.61 N-A. N.A. 1.20 
| Texas Gulf Sulphur ...........0.0000c00000 oo 16.0 21.3 134 13.1 20.6 27 18.9 19.6 37 
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sults reported by Radio Corporation for the recent 
June quarter. Sales experienced a gratifyins 11% 
leap, placing the company in an exclusive group. 
Nevertheless, net per share declined to 29¢ from 41¢ 
a year ago. Chairman Sarnoff attributed this reduc- 
tion primarily to developmental] costs for the rapidly 
growing data processing division—actually an ex- 
planation that had already been advanced to cover 
unfavorable experience in earlier periods. A smaller 
company, Cutler Hammer, maintained June quarter 
sales of $29.4 million, almost exactly identical with 
those a year earlier, but nevertheless suffered a 
sharp drop in net income to 87¢ a share from $1.41. 

The two industry leaders, however, fared better. 
Giant General Electric reported no more than a 2% 
decline in sales volume and limited the resultant 
drop in net income to 66¢ a share from 74¢ a year 
ago. And Westinghouse Electric produced one of the 
happier spots in the quarter’s record. Aided by heavy 
defense billings sales expanded 414% to $495 million 
and with a constant profit margin net per share was 
lifted to 59¢ from 56¢ for June, 1959, establishing 
a new record for any second quarter. These two 
companies, while not immune to cyclical fluctua- 
tions, possess a firm foundation in the stable utility 
and consumer markets. 


Mixed Picture in Chemicals 


The chemicals comprise another industry in which 
no uniform trend could be defined. Of the six com- 
panies whose results are summarized in the table, 
three showed sales gains and the same number suf- 
fered declines. One of those in the former group, 
Monsanto, nevertheless suffered an earnings set- 
back to 75¢ from 80¢ a share a year ago. The man- 
agement attributed this divergence to lower selling 
prices on certain important products, together with 
heavier research and marketing expenses. 

Stellar performance in the chemical group was 
achieved by one of the relatively small companies, 
Diamond Alkali, which not merely boosted sales 7% 
to $38.5 millions but simultaneously lifted its profit 
margin, to establish a new quarterly earnings record 
of $3,507,000, or $1.20 a share, comparing with $1.06 
a year ago. This success, which President Raymond 
Evans expects to continue during the next two quar- 
ters as well, is somewhat surprising, as Diamond is 
predominantly a supplier to other industries. 

Chemicals reporting less favorable results included 
Union Carbide, with net income of $1.30 a share vs. 
$1.62 a year ago. Carbide was still able to rejoice 
in record sales and second-highest earnings for the 
entire first half, but during the second quarter was 
adversely affected by the low operating rate in the 
steel industry, which is one of its major consuming 
outlets. American Cyanamid likewise enjoyed a grat- 
ifying first quarter, but suffered a decline in both 
genera] chemical and pharmaceutical sales—the lat- 
ter largely reflecting a seasonal factor—in the June 
quarter. Net income was correspondingly reduced to 
56¢ from 66¢ a share. 


Drug Margins Show Uniform Decline 


While the drug industry has many characteristics 
in common with chemicals, it differs sharply in pos- 
sessing a remarkably steady market. In the recent 
June quarter sales growth decelerated to a slower 
pace than customary but narrow gains were never- 
theless the almost invariable rule. Heavier costs un- 
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fortunately interceded to thwart the transformaion 
of these gains into improved net, and each of the 
five drug companies listed in the table reported 
moderate earnings setbacks. Most conspicuous for 
this contrast was Smith, Kline & French, which |ed 
the parade with an 8%boost in sales, and yet wi't- 
nessed a net income slippage to 43¢ a share from 
47¢ a year ago. Besides the usual bogey of increased 
operating costs the corporation recently boosted its 
research budget by 12% and also lost the benefit >f 
some tax credits reflected in last year’s figures. 
The Kefauver anti-trust investigation last fall h is 
also probably had at least an indirect effect up: n 
drug margins, although over the long run compe i- 
tion is certainly a more important factor. The drig 
industry will remain virtually recession-proof, bt 
the experience just cited shows the fallacy of a»- 
praising earnings with excessive optimism. 


Oils Hold Their Own 


Analysis of oil company results is handicapp« 
because most of the majors do not include sak 
volume in their initial quarterly reports. In respe 
to earnings, however, five of the largest companics 
(four of them internationals) virtually duplicat« 
the year-earlier performance. Texaco looked bes , 
with net per share up to $1.32 from $1.20, whi » 
New Jersey Standard dropped 3¢ to 66¢ a.shar.. 
Two of the companies, Phillips and Standard, did 1 - 
port sales, which remained substantially unchange | 
between the two June quarters. This was despite 
weighted average price lower than a year ago. 

Comparison with first quarter results of the cu: 
rent year, however, looks less favorable, showing 
noticeable earnings drop for each of the five com- 
panies except Phillips. An increase in gasoline prices 
in June came too late to have much effect on secon« 
quarter earnings; now it remains to be seen whethe 
this increase will stick. Although the motoring sea- 
son is now at hand the petroleum industry has had 
to accept a reduction in the annual growth of domes- 
tic demand for its products from the former 5% to 
a figure closer to 3%. And the compacts certain]; 
will not help, although their actual effect still re- 
mains a matter of speculation. It seems probable 
that steady earnings are the best that can be ex 
pected for the oils for the year as a whole. 


Le 
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Papers Fail to Reflect Price Increases 


The paper stocks similarly turned in a lack-luste 
performance. Each of the four companies listed in 
the table accomplished a narrow year-to-year sales 
gain, but only one of them, Scott, was able to trans- 
late this into an earnings advance of any magnitude. 
Container Corporation and Crown Zellerbach each 
lifted per share net by exactly one cent, to 49¢ and 
78¢ respectively, and St. Regis actually suffered a 
drop to 60¢ a share from 91¢ a year ago. 

These negative results were despite price increases 
on coated white paper in January and on kraft paper 
and bags in May. The intensive competition has, 
however, prevented any increase in paperboard and 
this, together with expense involved from its recent 
acquisitions, is probably what hurt St. Regis. (This 
company was also competing against exceptionally 
favorable results last year.) 


Searching for More Impressive Results 
Here and there, to (Please turn to page 603) 
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> What mind can see — man can create . . . story of amazing discoveries — including 


les 
ong latest new Ruby Light Ray — possibilities of realizing Dr. Steinmetz’ dream 
de. > Risks and opportunities in research — venture capital needed for time-lag between 
wch test tube and product evolution — problems of rapid obsolescence 
nd How most electronic developments broaden horizon — but bring revolutionary 
la change in areas of our economy 
& Realities the investor must consider today when investing in (1) companies primarily 
ses in electronics . . . (2) familiar companies having a stake in the field — gambling 
yer in electronics shares — buying for long range “specvestment” 
as, FFtHE director of our civilian space agency, Dr. are upon us, and more are coming. Old drives are 
nd «& Keith Glennan, recently summed up the current accelerating. New drives are being released. Old 
nt state of scientific development in a manner that patterns of thinking and action are breaking up. 
“a hears repeating. New patterns are forming. The Future is rushing 
~~ “In the past five years,” he said, “mankind has down upon us.” 
made a quantum advance in science and technol- In financial terms, Dr. Glennan is describing the 
ogy—one of those amazing explosions of minds fruits of the almost $70 billion this nation plowed 
3) and energies that have always marked the onset into research during the decade of the Fifties— 
of a new era. Strange and revolutionary things fruits that take the form of entire new industries, 
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revolutionary products and a new system of indus- 
trial technology. The future will enjoy the full bene- 
fits of this astonishing breakthrough, but behind 
the glowing prospects lies an enormous area of 
heartbreak and disillusionment which posterity will 
ignore but which present day investors dare not 
disregard. 

Progress is wonderful. But progress does usually 
displace existing methods, creating unemployment, 
financial stress and even complete industrial failure. 
A current example of such dislocation is the threat- 
ened obsolescence of the airplane as a military 
weapon. Less than five years ago the manned air- 
craft was this nation’s first line of defense. Aircraft 
companies were prime growth investments as the 
flow of government funds assured the major manu- 
facturers of a constant source of revenues and a 
guaranteed return on their capital. Yet today the 
bombing plane is a virtual anachronism. As soon as 
ballistic missiles are perfected to the point of com- 
plete reliability, military aircraft will pass into 
limbo. 

In historic sweep this is incidental. But to the 
aircraft companies and their investors the current 
state of affairs is a near-tragedy, as well as an 
object lesson that in this era of lightning change 
today’s hero may easily become tomorrow’s has- 
been. 

One doesn’t have to look far to observe the results 
of this change. Such giants as Douglas Aircraft and 
United Aircraft have had difficulty in maintaining 
profitable operations, while several other aircraft 
manufacturers survive only through government 
sufferance and the notion that their plant capacity 
could be necessary if war should break out before 
our missile program is perfected. 

There are other readily observable examples. 
Vacuum tubes, for one, remain in demand for sim- 
ple electronic circuits, but for the larger and more 
important new fields of electronics they are “stone 
age” devices that cannot compete with the transis- 
tor, the tunnel diode, or any of the other new semi- 
conductors. And, surprising as it may seem, many 
of the wonder drugs that made headlines only two 
or three years ago are already obsolete and have 
been replaced by newer products. 


Accelerated Pace of Development 


Investors generally have viewed only the promise 
of the new technology, and with good reason. For 
the publicized results have been highly profitable 
for both the companies involved and their share- 
holders. Yet close examination reveals that the most 
outstanding performers in the stock market have 
been few in number. These have displayed several 
common characteristics. By far the most important 
is that they have been trail blazers, able to sustain 
their creative activities in the face of mounting 
competition. 

IBM is perhaps the best example of a company 
that after stepping out ahead of its industry has 
been able to maintain its lead despite the entry of 
scores of other companies into the computer field. 
What is most unique about IBM is its ability to 
show rapidly rising profits at the same time that it 
is creating new products for tomorrow’s market. 

Others can be named. American Telephone & Tele- 
graph is often overlooked by growth-minded invest- 
ors, and yet its research laboratories have poured 
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out some of the most exciting developments of the 
modern era. The transistor provides an illustration 
that needs no elaboration. 


Texas Instruments, Polaroid, Schering, Merck an 
many others fall within the same category. Thes: 
companies are innovators—the creators of new prod. 
ucts. Their research endeavors have been expens ve, 
but consistently fruitful. Ten years ago, IBM’s s: les 
of computers represented no more than two or three 
percent of sales. Today these devices comprise its 
most important source of revenue. Other compa: ies 
are in the same boat. RCA derives over 65% of its 
sales from products that were not in existenc: a 
mere ten years ago. And Texas Instruments a dec ide 
past was a small, unknown producer of special ¢ 20- 
physical instruments for the oil industry. 

For obvious reasons these are the companies t iat 
have caught the eye of the large institutional in- 
vestors, who have added their enormous buy ng 
power to the speculative fever of the market. 

But what about other companies, those that - re 
striving to keep up with the leaders. Here the st: ry 
is often very different. In some important instanc °s, 
such as RCA, now a major computer manufactu »7, 
it has been possible to establish a strong footholc in 
the new growth industries despite a delayed st: rt. 
But the cost has been enormous and profitabi. ty 
frequently has been nil. In still other cases, such as 
Underwood Typewriter, the research funds expenc ed 
have apparently been poured into a bottomless | it, 
creating little of value. Underwood, in fact, fina ly 
abandoned the attempt and went back to its traili- 
tional business trying to recoup some of the reseai ch 
losses and rebuild its financial position. 


The High Cost of Obsolescence 


One of the important reasons for the failure of 
many companies to realize profits from their re- 
search activities is the rapid rate at which new 
developments become obsolete. In the drug industry 
a company that turned out a new and revolutionary 
drug five years ago could expect to enjoy a virtual 
monopoly for at least two years. Today, six montiis 
is the most it can hope for before competitors either 
produce the same drug or develop something better 
and cheaper to serve the same purpose. 

Molecular Electronics—Moreover, at the current 
pace of development, there is no predicting when 
entire industries will suddenly become obsolete. 
Electronics today is a major industry not only be- 
cause of its own development but also because of 
the many components that must be produced to 
create an electronic circuit. Yet a new field already 
in an advanced state of development may knock out 
a large part of the existing electronic industry in 
one blow. This is molecular electronics, a field in 
which electronic results are achieved through the 
rearranging of atoms without the use of resistors, 
diodes, tubes, transistors or many of the other bread 
and butter items produced by the electronics in- 
dustry. 

Crystals — Furthermore, new experiments with 
crystals suggest that in the near future electronic 
circuits may be “grown” from molds. What would 
happen then to the enormous investment in conven- 
tional electronics? 

Or, for that matter, what may happen to the en- 
tire field of conventional communications and pho- 
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| Research Expenditures in 1959 By Leading Companies 
fade» seein ice. laa - 
K and | Approx. Approx. —_—_———_—Ist 6 Months——_—__—_ Indic. 
Thes: Amount % Net Net Earnings 1960 Recent Div. } 
prod. of of Sales Net Sales Per Share Annual Price Yield | 
NS ive Research 1959 1959 Div. 
“ ’ Spending Sales 1959 1960 1959 1960 . 
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three es PE ancien ot 7 es 
a Its American Tel. & Tel. ....sssccscsssssssssessss $200.0 2.7%  $7,392.9 $3,612.26 $3,879.46 $2536 $2,726 $3.30 89 3.7% 
A Les Ber lix Corp. ..... : 55.0! 8.0! 689.7 323.49 399.09 2.159 2.189 2.40 66 3.6 
of its Corning Glass ......... «BT 4.0 204.8 87.8 99.4 1.73 1.81 2.09 157 1.2 
Nc 4 | Douglas Aircraft ..... -- 467 -- 5.3 883.8 447.8 556.5 43.93 42.30 — 30 
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: ' Eastman Kodatk ......ss.scssssecssssseesessssee : 5.0 914.1 400.7 417.2 1.36 1.42 2.04 119 17 
2 20- Fansteel Metallurgical .. a 5.0 31.0 15.7 16.3 1.66 1.44 1.00 58 1.7 
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s tat | In‘ornational Business Machines ..... 65.5 5.0 1,309.7 615.3 694.6 3.51 4.19 3.00° 510 5.8 
al in. | Ir‘ernational Tel, & Tel. ..........000 27.0! 3.9 706.4 170.94 183.94 .364 .384 1.00 40 2.5 
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. M .nesota Mining & Mfg. .............-- 23.02 _ 500.6 237.3 263.0 58 63 60 73 8 
T re C..ens-Corning Fiberglas ... is 5.57 - 211.3 100.8 106.7 1.09 1.19 1.00 95 1.0 
story Parke, Davis & Co. .......ssse. oY 4.9 191.1 90.8 99.0 93 1.02 1.40 44 3.1 
é rey. ty Y ee 14.83 5.93 253.6 122.9 136.8 69 78 80 32 2.5 
nC 28, Rolesnlll GIOIA, ssesiessnscecesnranovsronnnonane 4.0 4.5 89.9 30.7 39.9 77 1.05 20 © 232 08 
U1} 2Y, Rovio Corp. of America .. ie , 1,388.4 633.7 707.0 1.29 1.14 1.007 59 1.6 
Ia in Ses linn We PN ca scncsecccncscsoincbncssasasctdains F 4.0 215.9 109.3 116.2 10.67 10.86 4.00 640 6 
ste rt Sy a 9.02 80.5 39.0 42.6 1.25 94 1.40 59 2.3 
bi t ; Sth Kline & French Labor. ..... =e 12.1 9.0 134.9 66.8 72.9 .89 .83 1.25 49 2.5 
ng Siondard Oil of New Jersey ........... 67.0 9 7,910.6 4,255.0 4,317.0 1.47 1.45 2.25 40 5.6 
ch as Texas UNSPURMONES ....csssssscsssessssssseee 30.0° 193.2 42.74 56.24 764 994 : 220 = 
onc ed Thompson Ramo Wooldridge ........... 12.0 2.8 417.7 199.5 219.1 1.53 1.55 1.40 55 2.5 
s jit | Union Cearbbide .........cssscccsssssees a 79.0 5.1 1,531.3 760.1 771.6 3.01 2.70 3.60 118 3.0 
san thee | United Aircraft .... 28.0 2.6 1,082.1 250.24 273.94 1.204 954 2.00 40 5.0 
- i SR DLT ACD 15.2 9.6 156.9 72.2 76.4 70 75 72 56 1.2 
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ar ch Deficit. 1__Includes only company sponsored items. %—Half of which was company sponsored. 
Based in latest dividend reports. 2—1ntends to Spend for research in 1960. 6__6 months to May 31. 
3—Cost of both gov't. and company spon-?—Plus stock. 
sored projects. 82% in stock. 
41st quarter. 96 months ended March 31. 
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r re- 
new tography when the newly developed light laser is understandably doesn’t want to be stuck with a 
ustry perfected for commercial and military use? machine that may be obsolete almost before it is 
ma t’y This remarkable new phenomenon, developed delivered; this transfers the risk back to the manu- 
rtual by Hughes Aircraft Company, uses a synthetic ruby _ facturer. 
ntiis to project a narrow beam of light over enormous Merck recently declared that over 50% of its cur- 
be distances. Since light is electrical in structure, its rent product line had been developed within the 
etter possible uses for long range communications with- previous five years. This is exciting, but its unno- 
out interference are enormous. Moreover, the con- ticed corollary is the current uselessness of many 
rrent centration of the light on a specific point will make displaced products. For drug companies this may 
when |) photography of objects near and far an entirely new not be serious since the capital requirements for the 
dlete. science. production of drugs are relatively small. But for 
y_be- So far the developer has not bothered to think producers of large equipment such as aircraft, com- 
se ol up uses. But almost certainly the laser will ulti- puters or other capital goods, the investment in 
d to mately create a new industry in itself—one that productive facilities is enormous. When quick ob- 
ead) will displace some present methods. _ solescence sets in much of this investment goes 
x out [he unspoken conclusion is that the high cost of down the drain. 
y In research is probably small compared to the high ; 
dd = cost of obsolescence. But investors have developed Managerial Know-How 
the the habit of looking only at research costs and new 
ss , . ei For the investor to fee] his way throug is maze 
tors, — product development, but not at the enormous cost tre . meennne Se Sue ay Chrongh this maze 
etal Bree . of new developments and technological displacement 
rea of product displacement. ; 8 : : a ae 
a of older products is a virtual impossibility. The new 
Heavy Spenders for Research fields are highly technical and require greater sci- 
with Yet these costs must be considered since compa- ¢tific sophistication than the average investor pos- 
‘onic ‘Lies with large research budgets displace their own ot Hence, a good deal of the recent speculative 
ould | Products as well as the products of others. The inf. = “y stock market has been generated by 
ven. | Movement toward the rental of business machines, Uinformed people chasing vague and little under- 
fo" example, stems from the reluctance of customers ne concepts. Moreover, they have sometimes been 
,ep- | to purchase expensive systems from companies Chasing extremely remote profit potentials. 
pho- ‘ich may already be in the process of building Optical and magnetic scanning, for example, is an 
s:nething newer, better and cheaper. The buyer exciting new field. (Please turn to page 601) 
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INSIDE TEC, 


BY “VERITAS” 
ber 5. Pending are a minimum wage bill, a broad 
aid-to-education measure and medical care for the 
aged and others in the category of “unfinished busi- 





CONGRESS will accomplish little that is constructive 
in this post-convention Session, opened by the Sen- 
ate on August 8, the House coming back a week 
later. Time is the explanation. By the same token, 
there will be little possibility of enacting contro- 
versial measures of a Socialistic nature. It is a 
certainty that “both sides of the aisle” will be jock- 
eying for political advantage, an eye on the calendar 
with a view to adjournment by Labor Day, Septem- 





WASHINGTON SEES: 


Extensive and expensive aid — financial and 
technical — to the infant (and as yet incompetent) 
Congolese Republic will be necessary if we insist 
on trying to keep that country out of the Com- 
munist orbit. It seems almost like pouring money 
down a bottomless well. Is it worth it? 

Totally unprepared for independence, lacking 
in practically every technical skill to develop the 
country’s vast resources, ignorant of governmental 
functions and with an empty treasury, the des- 
perate Congolese can become a severe headache 
that will increase in intensity to the West or the 
Commies if we work it that way. The situation 
demands fast action if the Reds are to be reined 
in their long and carefully laid plans to “take 
over,” at the expense of the West, but a change 
in our tactics can cope with that problem. 

Quick military action by the United Nations has 
only temporarily checked Mr. Khrushchev in his 
designs for the copper of Katanga, but he carries 
on a dual campaign of infiltration and propa- 
ganda as inadequate relief supplies are air- 
lifted to Leopoldville. 

The Administration would like aid to the Con- 
golese to be a joint venture of free world na- 
tions, possibly working through a United Nations 
agency. If, however, this is not quickly worked 
out, the job, of necessity, will fail to the U. S. 

Time is of the essence. We perhaps can “hold 
the line” with “drop-in-the-bucket” disaster aid 
until Congress reassembles. But after that “What’’? 
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ness,” but the three mentioned are the most con- 
troversial. Despite their popular voter appeal, 


southern Democrats and conservative Republicans 
will be able to stymie them, or at least bring them 
more into line with Administration recommen: a- 
tions. Democratic leaders who “engineered” the 
extra Session begin to fear a back-fire; that they 
will suffer the blame for not getting the job done 
prior to the convention recess. 


EMERGENCY foreign aid fund for the President is 
getting serious consideration. Its primary function 
would be to arm the Chief Executive with the means 
of instantly combatting meddling by the Soviet in 
those trouble spots which erupt almost over-night, 
as in the Congolese Republic. (See Inside Washing: 
ten this page.) With a discretionary fund of this 
nature at his disposal, the President would be on 
an equal footing with Khrushchev in the stuggle for 
men’s minds, especially in the newly independent 
nations. Emergency relief, such as that we sent to 
Chile and to the Congo, is always welcome, but fre- 
quently inadequate—quickly available funds for 
more substantial, lasting aid will be needed over 
the next year or two, regardless of who captures 
the White House for the next four years. 


INTELLIGENCE reports, as well as authenticated press 
reports, indicate the Communists, largely through 
the cooperation of Fidel Castro’s agents, have in- 
filtrated Mexico, Panama, Guatemala. Nicaragua 
and Costa Rica to an extent that can be described 
as “alarming.” Further, Castro has been able to 
smuggle arms into the named countries. There is 
some belief that the Cuban dictator feels he is slip- 
ping in his own ccuntry and is preparing for him- 
self a new dictatorship in Central America should 
flight become necessary or, if he maintains his 
present grip, to build a new Latin alliance outside 
the OAS. He is definitely having Red aid in his 
Jatest venture—anms caches recently found in 
Costa Rica were of Czechoslovakian manufacture 
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Russian Moves Against Western Oil Industry To Be Stepped Up. In 
past few weeks the Reds have made notable inroads upon 
markets heretofore Supplied by Western producers. Their 
crude shipments to Cuba on a barter basis — oil for sugar — 
naturally drew widespread attention, and were So Successful 
to Russia's ends that the Kremlin has decided to use oil 
(in universal demand) as a weapon in their trade offensive 
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against the United States and the free world. Two "gimmicks" 

will be used, lower prices and the acceptance of Soft 

| currencies and/or raw materials in payment. 

q It was Russian acceptance of rupees in lieu of "hard" 
exchange that induced India to contract for 1.5 million tons 
of crude over the next three years. With refining facilities 
barely adequate to their own needs, it is not likely that 
the USSR will invade the finished products markets but 

= their crude surplus puts them in an position to wreak 

considerable damage upon free world producers. 
Airline Trip Insurance Rates To Come Down? expressed hope of the Federal Highway 

The nswer may be in the affirmative if plans Administration. The bid price index for the 

of 1¢ Federal Aviation Agency materialize. second quarter of the year dropped 0.5% 
road | FAA is now ready to set a $165,000 limit on following a first quarter drop of 2.7%. 
Boe tri» policies sold at the Washington National These declines, coupled with small 
eon- Air»ort (the present limit is $425,000). fluctuations since 1946, indicate a 
peal, The agency holds the view that it is Stabilization trend, while the vastness of 
cans "ridiculous" to have the higher limit with the entire national program and highly 
them the present safety record of air travel. competitive conditions raise hopes for 
Pe FAA also will shift froma system of charging declines in the third and fourth quarters 
th ey |) a percentage of insurance to a low flat of this year. 
done ™ concession fee, thus making it possible to 

charge the public lower premiums. With the Labor May Demand That Employers Pay 
nt is pattern set in Washington, FAA officials Employees’ Share Of Social Security Tax Cost. It 
ction anticipate adoption of premium rates as they hasn't leaked out yet, but Some of the larger 
leans | exist in the Capital City. It is also unions affiliated with the AFL-CIO are 
vv t expected that the lower limit will serve to giving it serious consideration, this 
ning: reduce the temptation of the occasional despite the fact that in many industries 
this psychologically disturbed passenger from fringe benefits run as high as $2,000 per 
e ON mid-air destruction of planes in flight for year per employee. The unions, encouraged 
ee the financial gain of a survivor or by an agreement wrung from an Eastern 
nt to) Survivors. manufacturer whereby the company will pick 
, fre- up the employees' SS tab, think that within 

for Nixon May Force Kennedy To The Stump Prior To the next year the time will be ripe to make 

over Labor Day. The Democratic nominee tentatively it a standard demand as negotiations open 
ures plans to open his campaign at a Detroit for new contracts in some of the larger 

Labor Day rally on Sept. 7, but Mr. Nixon industries. 
press as declared his intention to "campaign in 
ough all 50 States." To accomplish this he went Women Voters Will Get Preferred Attention. With 
eae into action the week of Aug. 15, which is four million more women than men eligible 
ribed forcing his Democratic opponent to "step to vote, both Parties are now doubling their 
le to on it." Ona side note, there are indications feminine staffs who will devote their entire 
re IS" that Mr. Kennedy will leave the Dixie portion energies to the distaff side of the 
head of the campaign to his running mate, Sen. electorate. These skirted political workers 
10uld. Lyndon B. Johnson of Texas. The civil rights will be well trained for their jobs — some 
; his) issue, of course. will be paid, some will be volunteers. The 
tside real balance of power in a close election 
1 his Highway Construction Costs Leveling Off, May (and this one coming is expected to be very 
. i) Even Decline. The decline is a cautiously close) lies with the women, not with farm, 
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labor, religious, or labor blocs according 
to a seasoned worker within the GOP 
organization, who predicts more women than 
men will vote on November 8. 

















U. S. Military Intervention In Cuba A Necessity? 
Possibly, according to confidential 
Latin-American sources who, for security 
reasons, cannot be here identified. They aver 
that it is no mystery that the Castro regime 
is completely communist; at the beck and 
call of Moscow and Peking. It is the 
responsibility of the United States and all 
of Latin America for that matter, to move 























peoples of the Western Hemisphere by 
forestalling a Red base in the Western 
Hemisphere. 





Between the imminence of an attack 
against the United States from Cuba by 
missiles that could result in a Russo-Sino 
conquest, and the possibility of losing 
Latin American sympathy, there is no doubt 
that the first danger is vastly more 
important than the second. It is as ifa 
patient refused an abdominal operation in 
fear of the scar. It is puzzling, to say the 
least, that opposition is taken to measures 
that should be adopted in order to avert a 
great danger, using the argument that a 
lesser damage will be done is the conclusion 
of some Latin Americans of democratic bent 
and friendly to the United States. 

The Joint Chiefs of Staff, basing their 
opinion on reliable intelligence reports 
from sources other than the Central 














to be in complete agreement, but the State 
Department takes the more timid view, and is 
fearful direct military intervention would 
have unfavorable repercussions in all of 
Central and South America. This, according 
to the sources, is far from correct — only 
the radical elements (very much in the 
minority) would object. 




















Congress Will Act Promptly In Matter Of 
Kennedy-Nixon TV Debates. Federal Communica- 
tions Act requires equal air time for all 
candidates, including those of splinter 
parties — and there are some five cr six 
running on virtually unknown tickets. House 
and Senate will promptly negate the "equal 
time" Section of the Act for a limited 
period. This can be done by Joint or 
Concurrent resolution and there is no 
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doubt it will be done shortly after the House 
reconvenes on Aug. 15. It is hoped this change 
will not be used at some later date to refuse 
air time to worthy candidates. 











Experts On Soviet Thinking See Stepped-Up 
Anti-U.S. Propaganda Offensive. They analyze i 
as an attempt to supress new-found desir's 
of its own citizens and the citizens of 
newly-independent African republics for 
individual freedoms. Also foreseen is shi rp 
reduction of visas for U. S. tourists to 
visit the USSR, whose citizens are learniig 
too much of the freedoms of free enterprice, 
Cultural exchanges will not be curtailed. 
Individuals in groups coming to this country 
— even dancers and other artists — are : 
thoroughly schooled in espionage or are 
posessed of scientific and engineering 
skills in addition to their artistic talents. 
All are hard-core, trusted Communists. 






































Super Deluxe Interstate Bus Service In Making 
Already operating air-conditioned reserved 
seat express coach with hostess aboard to 
serve sandwiches, coffee and soft drinks, 
one of the largest lines is drafting plans 
for even larger vehicles equipped with 
facilities to serve hot meals. Also, there 
will be telephone service from bus to any 
telephone in the country, while operator of 
vehicle will have radio contact with nearest 
terminal. Extra fares will be charged, bu‘ 
they will be under those charged by rail 
carriers for day coach transportation. 











Bureaucracy Cost Due For Congressional Probe. 
Joint House-Senate Committee on Reduction 
of Nonessential Federal Expenditures is 
wrinkling brows and asking "how come?" From { 
May to June the number of civilian employees 
in executive agencies decreased 10,722 but 
payrolls zoomed by around $50 million. The 
Committee, headed by Sen. Harry F. Byrd, 
Virginia Democrat, is making quiet probe, 
but does not plan open hearings in near 
future. From May to June, civilian agencies 
dropped 13,563 "surplus" employees while 
2,841 were added by Department of Defense 
which now uses 44.1% of government's 
2,382,679 civilian employees. Ten percent ( 
Federal pay raise effective July 1, which ( 
President Eisenhower condemned as "fiscal" 
irresponsibility, will cause another 
monthly payroll rise of around $110 million 
from June to July. It all adds up to a headache 
that bureaucracy doesn't know how to cure, 
or knowing how, doesn't wish to cure. 
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OUR BALANCE of PAYMENTS POSITION 


By J. FRIEDGUT and F. R. FIELD 


> Favorable and unfavorable factors in import-export trade 

& U.S. drive to offset heavy gold and dollar drain 

> Product-by-product and country-by-country survey of foreign trade 

> Capital movements — payment for services — non-military grants — in- 
vestments abroad — foreign investments in the U. S. A. 

> Forecast on U.S. balance of payments position into 1961 


—— to the recent spurt in merchandise ex- 
ports, our balance-of-payments prospects are 
currently much brighter than they have been for 
over two years. The deficit in our financial trans- 
actions with other countries, which amounted to 
S:).8 billion in 1959, will probably be pared by at 
least one third this year. However, much of this 
expected improvement is due to special develop- 
ments which may prove to be only temporary. 

Jur balance-of-payments deficits have reflected, 
sically, an excess of our capital transfers abroad 


a 


in the form of private capital outflows and U.S. 


} 
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Government grants and loans—over the surplus we 
have accumulated in the trade and services account. 
As the table on the following page shows, the 
capital account this year is about the same as in 
1959, but the picture in trade and services is much 
rosier than it was last year. 





Recovery in Exports 
Exports thus far this year have bounced back— 
almcst to the extraordinarily high level reached in 
1957 after the Suez crisis. This recovery may be 
attributed to three major factors: 
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(1) Special developments in cotton, aircraft, and 
steel-mill products. A bumper cotton crop here com- 
bined with smaller acreages planted elsewhere in 
the Free World, the fact that U.S. prices were lower 
than foreign prices for comparable grades of cotton, 
and the need to replenish foreign inventories all 
contributed to the remarkable pick-up in cotton 
shipments during the first three months cf 1960. 
@ Exports during the second quarter were not as 
high, but, nevertheless, by the end of May 1960, 
cotton exports had already exceeded the total for 
the year 1959. Shipments in the new crop year, be- 
ginning this fall, are expected to be good, although 
they may not reach the early 1960 levels. 


& With many countries re-equipping their air 
fleets with jets, our exports of aircraft soared in the 
second quarter after a slow start during the early 
months of 1960. It is expected that shipments dur- 
ing the second half will about equal the first six 
months, but there is some doubt that this rate can 
be sustained beyond this year. 


> Exports of steel mill products reflect the end of 
the long steel strike last fall when shipments tapered 
off. Exports have been rising almost every month 
this year, but may level off during the second half 
as the backlog of orders is reduced. 

(2) The U.S. export drive. In contrast with con- 
ditions during practically the entire postwar period 
through 1957, when heavy world demand for our 
products made it unnecessary for us to make a con- 
scious effort to push exports, both Government and 
business are now taking active steps to stimulate 
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their need for imports. 

half of 1959, was well under way early this year. 
To keep their current high rate of economic activ ty 
from deteriorating into an unmanageable boom and 
to restrain potentially excessive demand, the monie- 
tary authorities in several Western European coun- 
tries have adopted some restrictive measures— 
chiefly in the form of raising discount rates and 
increasing commercial bank reserve requirements. 

With virtually full employment creating inflation- 
ary pressures in Germany. the Deutsche Bundesbank 
raised the discount rate to 5 per cent in June. In 
the United Kingdom, where business has also been 
moving ahead at a rapid rate, the discount rate now 
stands at 6 per cent. The restrictive measures cur- 
rently being imposed in these and other industrial 
countries will undoubtedly affect the amount they 
will import from us during the remainder of the 
year. 

Other factors to be considered in forecasting our 
export picture for the rest of the year will be the 


~~: 


sales abroad. 
U. S. Balance of Payments — 1959 and 1960 Painfully aware of the heavy 
(Billions of dollars) gold and dollar drain of the past 
First Half two years, the Administration 
1959 1959 19601 early this year inaugurated 4 
program to help exporters by 
EXPORTS OF GOODS AND SERVICES .... .... .... «....-. $23-4 $11.2 $13.1 expanding the Export-Import 
Of which: Commercial merchandise .... .... .... .... ... 16.2 7.2 9.6 Bank’s program of export cred. 
Income on investments .......... 2... .......... 3.0 1.3 1.4 its and guarantees, strengtl en. 
I ict Cova vsked. caste, weadencnoos : 4.2 2.0 2-1 ing the trade promotion Serv ces 
IMPORTS OF GOODS AND SERVICES .... .... .... ....... 23.5 =e —11.7 of the Departments of (Com. 
Of which: Commercial merchandise .... ....0 0... 00. 15.3 7.5 - 7.6 merce and Agriculture, establ sh. 
Income on investments ..... ..... 22... .......05- 3-1 - 1.6 — 16 ing permanent Overseas tr ide 
Military expenditures ....0 0... 20. c0. cocess - 0.8 — 0.4 — 0.4 centers, and through varius 
MUN TEN OMIM oes ccissicocsxssse seus isccceascen - 4,3 — ie 96 other measures. 
BALANCE ON GOODS AND SERVICES .... ..... ......... - 0.1 —02 1.4 Thus far this year some 46 
firms have taken advantage of 
UNILATERAL TRANSFERS ....0.....c0:- sce csse esses esse sueesee 2.3 - - 12 Ex-Im’s new insurange fro. 
RT onc ccd aukig cednbeinecsbersenonsenton 0.5 0.3 0-2 gram, covering some $29 mill on 
EAT BRON TIERS CI - 1.8 — 09 - 0.9 worth of exports. In addit on 
so en a ty 2.2 1.2 1.3 to the Government - sponso ‘ed 
Of which: U.S. Private capital outflow (net) .............. 2:3 = Rae 1.1 drive, businessmen, disappoin ed 
Gov't loans and credits (net) .................... 0.4 0.42 0.5% with - domestic sales volu 1€, 
Foreign investment in U.S. ...................... 0.5 0.3 0.3 have increased their indivic lal 
efforts to sell more abroad. 
en I oo ca vain evaiacansaareassanisacedeces 0.8 0.5 - 0-1 (3) Major Foreign Mark ets 
BALANCE OF PAYMENTS POSITION .2.00 20... .....cccs. 3.8 - 2.12 1.23 are Booming. The export dr ve 
sitediten has come at a time when, fpr- 
a aa 0.8 0.5 0.1 tunately, many of our larg st 
en overseas customers are enjoy ng 
Inciease in foreign short-term assets ......... .......... 3-0 1.6 1.1 a high level of industrial activ. 
1_Preliminary (partly estimated). ity which, in turn, increases 
2_Excludes U.S. Government additional capital subscription to the IMF. The business resurgence in 
3_Excludes U.S. Government capital subscription to the Inter-American Development Bank. Western Europe and Jap in, | 
which began during the lat er 


effect. on the one hand, of trade liberalization meas- ” 


ures vis-a-vis the dollar area now being carried out 
in many countries, and, on the other, the discrimi- 
nation against outsiders imnlied by the European 
Common Market and the European Free Trade 
Association. 


U.S. Exports by Country 
Thus far in 1960, U.S. exports to industrial coun- 
tries are running well ahead of 1959 levels. 
> U.S. exports to Canada, our biggest customer, 
are moderately higher than they were a year ago. 
As in the United States, business in Canada has 
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urkets” nei, ibor this year. the industry. Of the major groups, only nonmetallic 
dr ve » Our trading partners in Asia are importing ™/nerals have dropped below last year’s level, chiefly 
» for- mui: more from us than they did last year. This is because of the fall-off in shipments of coal and 
rgest par icularly true of Japan, which took some $200 petroleum products. (Please turn to page 603) 
Oy ng miliion more in goods from us through the first five 
acilV- months than it did during the same period in 1959. 
reases The Philippines and India, too, have increased their U. S. Exports 
ce Mm, purchases of American goods. Within the overseas By Selected Commodity Groups 
japan, § Sterling Area, Australia, New Zealand, and South (In millions if dollars) 
later) Africa have also registered gains over 1959. adie  tuame 
year. » Exports to Latin America, however, are some- 1959 1960 Change 
tiv ty wh t below what they were a year ago, with gains Nonferrous metals and manufactures.... 310 448 +45 
nand@ im hipments to Mexico, Argentina, Chile, Colombia, end end cee............. eee eee 432 
morie- an L ruguay being more than offset by reductions Commercial vehicles, tractors & parts... 285 344 +21 
coun- || 1 our exports to Cuba, Venezuela, Peru, and Brazil. ——_ . 604 «689 «+14 
res — U.S. Exports, by Selected Commodity Groups ee ee + 
§ ectrica macninery............. sirohale 
i Paced by increased shipments of aircraft and cot- aaiedts a 994 1,118 +8 
tm. ton, almost all major commodity groups are bene- Peer cms end Gor ............. 345 359 + 4 
eae fiting from the stimulus provided by the export drive ian wise 578 449 oY) 
te at home and the favorable conditions abroad. The 
y been 
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LTHOUGH total construction outlays face a 
year-to-year decline for the first time since 
World War II, the industry has fared reasonably 
well in the face of numerous handicaps and when 
all the figures are in the comparison with the all- 
time record of 1959 is not likely to be bad. As a 
matter of fact, prospects for public works projects 
have brightened so encouragingly in recent weeks 
as to offer hope that—with a break from the weath- 
erman—the year’s volume may closely approximate 
the $54.3 billion total of last year. 
from the viewpoint of the investor, to be sure, 
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A Realistic Reappraisal of the 


Construction Industry 


— Looking to 1961 
By HOWARD NICHOLSON 


® Near term outlook for home building — prospects for 
1961 — likely demand for housing between 1960 
and 1970 

> What stimulation by government funds for public 
works and private construction likely .. 
annual obsolescence of 400,000 homes can play 

> Where rising wages and other costs cut deeply into 
corporate profit margins — curtails initiative for pri- 
vate building ... produces over-capacity 

> Problems of cement-gypsum, plumbing makers, and 
other segments caught in cost-price squeeze 

& 1960-61 
companies in various branches of the industry 


. part that 


earnings-dividend outlook for individual 


it must be admitted that the cheerful observations 
in the previous paragraph seem out of focus. For, 
while construction figures are making satisfactor 
comparisons with last year, typical producers o! 
cement, lumber, wallboard, and plumbing supplies 
are feeling the effect of a serious squeeze on profi! 
margins induced by keen competition and rigi« 
manufacturing costs. Hence, it is important that 
the investor maintain a clear perspective in viewing 
stocks representing each branch of the industry 
Sales gains may even be less important in the neces 
sary protection of established dividend rates thar 
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— ee _ a 
Position of Leading Building Stocks | 
Ist 6 Months Full Year Indic. 
Net Profit Net Per Earned Per Cash 1960 Price Div. | 
| Net Scales Margin Share Share Earn. Div. Range Recent Yield 
} 1959 1960 1959 1950 1959 1960 1958 1959 Per Share Per Share 1959-60 Price % 
(Millions) % % 1959 
ALP. 4 PORTLAND CEMENT $17.1 $15.6 14.4% 11.3% $1.40 $1.00 $2.79 $3.96 $5.85 $2.05 39e- 3012 31 6.6% 
| wc mil.) ‘58-$13.1; ‘59-$13.0 | 
AN. ICAN MARIETTA CO. 142.7! 162.9! 6.6 $.7 81! -68! 1.62 2.03 2.47 1.00 46%2- 30'2 31 3.2 
Ww mil.) ‘58—$71.0; ‘59-$72.3-———"—_ 
Al ICAN STANDARD ** . 248.8 235.2 3.4 2.3 71 ‘47 85 1.80 3.13 .90 18%- 12 12 7S 
WwW mil-) ‘58—$146.2; ‘59-$163.1 
AR STRONG CORK 66.5% 67.39© 6.4 5:7 83% 756 2.59 3,69 5.96 1.60 4934- 3558 42 3.8 
W. (mil.) ‘58—$50.3; ‘59-$52.3 
——_—__—— | 
BE. WALL GYPSUM CO. 19.1 19.1 11.7 7.0 .66 43 2.33 2.40 3.06 4 50 - 31'2 42 
Ww (mil.) ‘58—$5.5; ‘59-$5.4 | 
CA ©Y (PHILIP) MFG. CO. 33.1 31.6 4.9 3.3 1.70 1.05 1.99 3.26 5.79 1,60° 4334-2412 25 6.4 | 
Ww (mil.) ‘58—$13.8; ‘59-$13.7 
> | 
CA IER CORP. . Z 118.62 105.5 1.1 d9 1.122 4.722 = 3.27 3.62 7.32 1.60 48%2- 27% 28 5.46 
Ww (mil.) ‘58—$104.4; ‘59- $113.8 } 
CE TEX ; 34.2- 30.2- 4.7 1-0 1.46- 17> 2.79 3.77 6.78 1,00 4472- 2012 21 47 
W (mil.) ‘58—$21.9; ‘59—$20.1 | 
Ct TAIN-TEED PROD. 43.5 43.7 3.4. 1.8 .84 -42 96 1.69 2.41 70 16%s- 11 12 5.8 
W... (mil-) ‘58-$22.9; ‘59-$23.3 
CUNGOLEUM-NAIRN 23.6 21.6 1.300 44.1 .23 471 42.88 45 1.64 1434- 734 8 
\ (mil.) ‘58—$20.2; ‘59-$21.4 
|} C&ANE CO. 160.8 137.7 1.6 1.0 1.64 .82 2.12 4,03 8.50 2.00 72 - 35'2 41 4.8 
W Cc, (mil.) ‘58—$136.1; ‘59-$84.6 
| —_ 
| FLINTKOTE. 114.3 114.3 6.1 4.6 1.21 .87 2.22 2.61 4.41 1.80 44\4- 32% 33 5.4 
W.C. (mil.) ‘58—-$45.9; ‘59-$41.9 
GEN. PORTLAND CEMENT 37.4 23.9 17.9 16.7 1.14 91 2.13 2.27 3.29 1.50 43’s- 32 34 44 | 
W.C. (mil-) ‘58—$13.5; ‘59-$24.6 | 
| 
| GLIDDEN CO. 144.4° 145.83 3.5 3.0 2.243 1.92% 2.64 3,31 6.16 2.00 50'4- 3434 37 5.4 
| W.C. (mil.) ‘58—$52.5; ‘59-$58.2 | 
| HOLLAND FURNACE 13.6 12.9 1.0 d2.1 746 1.13 1.12 1.84 .60 15%4- 10% 11 5.4 | 
| WC. (mil.) ‘58-$13.2; ‘59-$12.9 | 
W-C. Working capital. 1% months ended May 31. > Plus stock. 
Amer, Radiator & Stand Son. Co. 2 6 months ended April 30. & 1st quarter. 
d_ Deficit. + 9 months ended May 31. | 
Based on latest dividend reports. * 3% stock- 
Alpha Portland Cement: Tightening of profit margin squeeze and prcs- tated another dividend reduction. Keen competition in roofing ma 
ective tax rise on cement producers point to pressure on earnings, terials. 
especially in view of trend toward expansion in industry capacity. B4 Certa'n-Tced Preducts: Excessive output and unsatisfactory profit margins 
American-Marietta: About half cf sales of this diversified company on roofing and siding products impose handicap on earnings, indicating 
tems from construction industry. Unless cement industry's problems have \:kelihood of lower earnings for 1960. Modest dividend may ho'd for 
adverse effects, operations this year should improve slightly over 1959. near term. C4 
mi Congoleum-Nairn: Slow demand and keen ccmpetition are reflected in 
American-Standard: Downtrend in residential construction having restric- recent earnings, disclosing return to unprofitable operations. Management 
tive effect on demand for heating and plumbing equipment. Earnings personnel prob'ems indicated. Dividend resumption still remote. D4 
handicapped by rising costs.. Custcmary year-end dividend less likely Crane: Injection of more agg:essive manufacturing and sales policies 
‘nis year. contributing to improved out!ook. Expansion plans providing diversifica- | 
Armstrong Cork: Demand for hard surface floor coverings holding up tion. Earnings being well maintained. Ample coverage for increased | 
elatively well in spite of dip in housing activity. Earnings this year dividend. BI 
stimated at about same as $3.68 a share of 1959, pointing to usual Flintkote: Expansion program paying off in minimizing dependence on 
year-end extra. B2 highly competitive asphalt rooting and siding business. Slightly higher 
Bestwall Gypsum: Third largest factor in gypsum, faces prospect of earnings anticipated. Continuance of dividends at $1.80 basis indicated. 
squeeze on margins in reflecting plant start-up expenses, but larger BI 
ales should help sustain ret income. Continuance of stock dividends Genera! Portland Cement: Enlargement of output in Texas and Florida 
ions ndicated. B2 market areas helping to sustain earnings despite keen competition. 
For Carey (Philip) Mfg.: Lower sales, higher costs and loss of tax advan- oe ga of higher dividend rate expected. Profits conservatively 
or, tages in Canadian operations point to likelihood of dip in profits. stated. } 
tor competitive position strong. Dividend rate likely to be maintained at Glidden: Slower demend for paint attributed to drop in residential | 
“. | $1.60 annually. B activity, but earnings have he'd up relatively well in spite of modest | 
> 0 | Carrier: Adverse effects cf lobor trouble, cecline in sales in reflecting —" is sults. Foam geeteet meayine Better. Atiquate dividend ener | 
lies favorable weather for air-conditioning equipment and higher costs , . ‘ , , | 
: | nposing serious handicap. Doubts raised over dividend stability. B4 Holland Furnace: Operations little affected by drop in residential con- | 
rofit | , struction, but slight downtrend in earnings on approximately same vol- | 
“Sar | Celotex: Contraction in sales volume and burden of non-recurrent plant ume of sales as in 1959 is anticipated. Ample coverage for 60-cent | 
121¢ xpansion expenses contributing to sharp earnings decline that necessi- dividend. C2 
that — | 
ying ATINGS: ABest grade. 1—Improved earnings trend. | 
trv B—Good grade. 2—Sustained earnings trend: | 
; C—Speculative. 3—Earnings up from the lows. ‘ 
= D—Uncttractive. 4—Lower earnings trend. } 
al | 
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*_Based on latest dividend reports. 2—Plus stock. 


N.A.-Not available. 


Johns-Manv'lle: Diversification in g'ass fibre industry and good cost 
control expected to help sustain earnings in spite of drop in sales of 
building supplies. Further acquisiticns studied. Continuance of $2 divi- 
dend seen. 

Lehigh Portland Cement: Threat of retroactive taxation and legislation 
reducing depletion allowance for 1961 restrict prospects for this leading 
cement maker, but 1960 earnings should approximate 1959 figure. A2 
Lone Star Cement: Wide distribution of plants considered one of favor- 
able factors, but threat of reduced depletion allowance handicaps earn- 
ings outiook. Ample coverage indicated for $1.20 dividend rate. A2 
Marquette Cement: Better-than-average consumption demand in concen- 
trated mid-western market constitutes favorable factor. Change in de- 
pletion regulations points to narrower margins in 1961. Dividend amply 


protected. B2 
Masonite: Fact that sizable volume of sa’es stems from markets other 
than residential building should minimize adverse effect on shipments 


in year ending this month. Earnings estimated only slightly lower than 
1959. B4 

National Gypsum: Broadening cf base in cement and other lines tends 
to counteract squeeze on margins in wallboard. Earnings expected to 
compare favorably with 1959. Usual extra in stock and regular cash 
dividend seen 

Ot's Elevator: Pe'atively high rate of construction in office buildings, 
apartments, etc., and modernization programs expected to defer re- 
strictive influence of drop in building activity. Dividend well protected. 
A2 

Penn-Dixie Cement: Production and marketing facilities considerably 
improved by modernization and plant improvement efforts. Slightly 
lower earnings anticipated this year and further drop in 1961. Dividend 
secure 4 


RATINGS: 





A Best grade. 
B. Good grade. 


C- Speculative. 
D  Unattractive, 








Position of Leading Building Stocks—(Continued) 


Ist 6 Months Full Year Indic. 
Net Profit Net Per Earned Per Cash 1960 Price Div | 
Net Sales Margin Share Share Earn. Div. Range’ Recent Yielk 
1959 1960 1959 1960 1959 1960 1958 1959 Per Share Per Share 1959-60 Price % 
(Millions) % % 1959 ° 
JOHNS-MANSVILLE ... $176.3 $174.3 8.4% 7.7% $1.80 $1.59 $2.83 $3.74 $5.71 $2.00 62%- 44% 52 3.8° 
W.C- (mil.) ‘58—$81.2; ‘59-$98.1 
LEHIGH PORTLAND CEMENT .... 43.6 42.5 10.0 9.0 1.04 91 2.11 2.88 5.00 1.20 37%8- 27 31 3.8 
W.C, (mil.) ‘58—$15.2; ‘59-$16.4 
LONE STAR CEMENT . 51.3 44.8 15.8 12.3 1.05 71 2.06 2.20 3.26 1,30 374- 2234 23 5.6 
W.C. (mil-) ‘58—$5.8; ‘59—$11.9 
MARQUETTE CEMENT ..... 24.3 22.0 160 15.5 1.46 1.27 3.26 3.55 5.00 1.80 5958- 4012 48 3.7 | 
W.C. (mil.) ‘58—$8.8; ‘59—$9.0 | 
MASONITE P : 51.5! 52.2! 6.3 6.5 2.11! 2.18! 2.93 3.59 5.69 1,20 4672- 29 29 4.1 
W.C: (mil.) ‘58—$12.2; ‘59-$16.0 | 
NATIONAL GYPSUA .................. 105.3 101.9 11.0 9.8 2.14 1.75 3.46 4.56 6.93 2.00- 71 - 49% 50 4.0 
W.C, (mil.) ‘58—$52.0; ‘59—-$62.8 
OTIS ELEVATOR . Sah N.A. N.A. N.A. N.A, 1,18 1.40 2.10 2.91 3.09 1,40 5812- 3034 50 2.8 
W.C. (mil-) ‘58-$68.0; ‘59-$81.4 
PENN-DIXIE CEMENT "oe 21.3 19.9 72 14.1 1.32 1.01 3.07 3.42 4.45 1.60 3932- 26 26 5.3 
W.C. (mil.) ‘58—$17.7; ‘59—$21.7 
| PITTSBURGH PLATE GLASS . 279.8 323.9 7.1 7.8 1.98 2.54 3.24 4.36 7.71 2.20 80%8- 5912 61 3.6 
| W.C. (mil.) ‘58—$140.5; ‘59-$156.9 
PRATT & LAMBERT ‘ 10.2 10.1 55 5.4 2.79 2.72 4.34 5.49 6.51 3.25 83 - 59% 60 5.6 
W.C. (mil.) ‘58—$7.6; ‘59—$7.7 
RUBEROID ah F 60.8 56.9 48 3.2 1.54 .96 2.56 3.48 5.14 2,20 47'2- 34 34 6.4 | 
W.C. (mil-) ‘58-$32.9; ‘59-$32.5 
SHERWIN-WILLIAMS CO. : N.A. N.A N.A. N.A N.A. N.A. 5.74 6.63 8.17 3.00 125 - 90 109 2.7 
W.C. (mil.) ‘58—$89.4; ‘59-$98.4 
HIE: ccna vcknsdicisascakcosasevdvanetdcbantavics 16.5% 10.64 3.5 4.0 271 384 2.82 2.36 3.75 99 73%4- 5312 66 1.3 
W-C. (mil.) ‘58—$29.9; ‘59-$31.9 
U. S. GYPSUM CO. 63.94 61.0! 14.7 13.4 1.16% 1.00% 5.05 5.70 6.80 3.20 120 - 8612 99 3.2 
W.C. (mil.) ‘58—$107.7; ‘59-$113.8 
U.S, PLYWOOD .... 238.73 276.2% 4.5 4.6 4.31% 5.103 2.47 5.37 8.29 2,37 5832- 3918 45 5.2 | 
W.C. (mil.) ‘58—$67.7; ‘59—-$68.7 
YALE & TOWNE 65.5 78.3 2.6 3.5 1.18 1.40 1.62 2.26 3.49 1.50 3912- 2814 29 5.1 
W.C. (mil.) ‘58—$51-7; ‘59-$61.9 
W-C.--Working capital. 1__6 months ended May 31. * Ist quarter. 


3__Years ended 4/30/59 & 1960. | 


1 
2 


P.ttsburgh Plate Glass: Strong rebound from depressed results caused 
by long strike anticipated despite loss of Chrysler contract for auto 
windshield glass business. Paint sales we'l sustained. Possible dividend 
rise. 1 

Pratt & Lambert: Mccerate sized paint maker has enviable record of 
stability in sales and earnings. Important volume sold direct to industrial 
corporations. Dividend expected to hold at indicated $3 rate. 
Ruberoid: Reduced consumer derund and keen competition in roofing | 
and siding finding reflection in narrower margins and slightly lower | 
earnings. More emphasis on diversification logical expectation. B4 | 
Sherwin-Williams: Growing market for paints in suburban areas holds 
promise of stimulating growth for this leading paint producer. Efficient 
manufacturing operations contributing to profit gains. Higher dividend | 
possible. 1 

Trane: Good demand for heating equipment tends to counterbalance 
slack volume in air-conditioning sa'es. Aggressive sales and manufac- 
turing record. Earnings recovery expected this year. Dividend likely to | 
hold at 90-cent rate. B2 
U.S. Gypsum: Leader in manufacture of gypsum wallboard and plaster | 
requirements has enviable growth record. Despite indicated dip in sales 
and earnings, company has strong financial position. Liberal dividend 
policy. A4 

U.S. Plywood: Adverse effect of reduced demand, keen price competition 
and rising costs expected to impose burden on earnings for fiscal year 
ending next April. Management aggressive in research. Dividend secure. 
B4 


Yale & Towne: Largest percentage of sales and earnings contributed by 
fork-lift trucks and other materials handling equipment. Higher earnings 
indicated for 1960 despite drop in hardware demand. Dividend secure. 
Bl 


3 


4 


Improved earnings trend. 
Sustained earnings trend. 


Earnings up from the lows. 
Lower earnings trend. 
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the ability to maintain profit margins. 

Some of the basic fundamentals affecting the out- 
look for building activity in its many ramifications 
deserve brief review at this point. In addition to 
comments upon recent progress and early prospects 
the re:der will find two pages of the latest statistical 
inform:ation supplemented by individual summaries 
and 1 tings for the more important companies com- 
prisii the group. These should be helpful in ap- 
prais' g the relative attractiveness of building 
stock: 

Eca:ing Credit Will Help Residential Building 

and Public Works 

Pr: »ably the most important factor determining 
activ in residential building and public works, 
at le: .t, is credit—the volume of financing available 


and i.; rates. Funds with which to pay for industrial 
plant expansion and highways are also influenced, 
but a lesser extent, by money rates. The facts 
that udustrial activity has lagged recently and 
man. gement has been cautious in building up in- 


ventovies have had their favorable aspect, viz., a 
restiaint upon interest rates. For several months 
now. credit has gradually been becoming more read- 


ily ebundant. It was not long ago that large public 
wor: s projects had to be deferred because high in- 
terest rates raised prospective costs above reason, 
but ihis picture is now changing for the better. 


E\en while interest rates have not declined appre- 
ciably mortgage funds have become more plentiful. 
Platform declarations at the recent Democratic con- 
vention calling for the return of easy money suggest 
that the peak of interest rates for the present cycle 
may have been seen. Hence, since the potential de- 
mand for housing remains strong, the outlook is 
encouraging for a healthy recovery in this impor- 
tant segment of the industry next year. For the 
current year new housing starts are being projected 
at, or slightly below, 1.2 million, comparing with 
1,378,500 for 1959, but a full recovery to the 1959 
level is being tentatively projected for next year. 
To confuse the picture somewhat, the Census Bu- 
reau has recently concluded that its estimates for 
housing starts for recent years have been from 10% 
to 15% below actual totals. A revised tabulation is 
expected to be issued by the Bureau shortly. 


Rising Wage Costs Are Restrictive But... 


Labor rates are usually regarded as the second 
most important factor governing construction vol- 
ume. Wages continue to rise from month to month 
and from year to year. As an inevitable result costs 
of some types of construction are restricting de- 
mand severely. Families requiring enlargement of 
their present homes have often found it more eco- 
nomical to dispose of the old house and to purchase 
anew and larger structure. The proportion of homes 
needing painting, repair and extensive renovation— 
What would be called deferred maintenance in some 
industries—is steadily mounting because homeown- 
ers have deemed the desired improvements incon- 
sistent with the inflated costs. 
ttle can be done, all recent experience suggests, 
heck rising wages in construction or other in- 
ries. But because personal income continues to 
ib the cost factor is somewhat academic for many 
seholders. Moreover, homeowners are tradition- 

accustomed to financing purchases on time 
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through banks or savings and loan associations and 
paying off their obligations over extended periods, 
thus at least partially concealing the lump-sum cost. 
Finally, family formations are about to resume a 
sharp upward trend, reflecting the coming of age 
of the wartime “baby crop.” Population growth re- 
mains a strong sustaining factor and has already 
served in recent years to keep the nation’s vacancy 
rate at the relatively low figure of 3%. Before the 
last war a vacancy rate of 5% or more was con- 
sidered normal. 

Although no sign of improvement in residential 
construction had manifested itself in the first half 
of the current year, government agencies have been 
encouraged by a noticeable increase in applications 
for Federal Housing insurance and for Veterans 
Administration appraisals. The upsurge, which usu- 
ally foreshadows a rebound in residential activity, 
was attributed to the relaxation in credit facilities 
already noted as well as to the threatened expiration 
of the housing mortgage guarantee program ap- 
proved by Congress for World War II veterans. 
Subsequently, however, President Eisenhower signed 
a bill extending this program until mid-1962. 

Greater Vigor in Public Projects 

A combination of rising living standards, fostered 
by recurrent demands on the part of organized labor 
for higher wages and more fringe benefits, with the 
trend toward larger families has had its counterpart 
in increased expenditures on schools, hospitals, pub- 
lic utilities, sewage plants, municipal buildings and 
the like. This category appears headed not merely 
for a new high this year but an increase of more 
than 25 percent within three vears. And the rate 
of growth in school projects seems cestined to gain 
momentum in the next few years. Highway work is 
also likely te expand steadily as federal and state 
authorities strive to eliminate serious bottlenecks in 
cross-country arteries. This is despite a lack of avail- 
able funds in the Treasury’s reserve, which may 
require appropriations in the fiscal year just begin- 
ning to be trimmed moderately. 

In brief, the near-term outlook for both public 
and private sectors of construction, in terms of vol- 
ume and physical activity, is entirely favorable. 


But a Different Story for Profits 


Unfortunately, this confidence in the physical vol- 
ume of construction during the remainder of the 
present year and in 1961 is not shared with the 
earnings prospects for individual companies. Here, 
investors will learn to their regret, considerable 
allowance must be made for the damaging influence 
of narrowing profit margins. Labor difficulties have 
handicapped several segments of the industry and 
have injured a few individual companies more se- 
verely. Such adverse developments as_ prolonged 
strikes naturally cannot be forecast with assurance 
and create inevitable risks in evaluating securities. 

Another profit-restraining factor in the building 
industry is the excessive productive capacity. This 
factor mitigates against the efforts of management 
to maintain product prices at a level affording satis- 
factory profit margins and invites recurrent price 
cutting by marginal firms attempting to sustain sales 
and hold down unit costs. Such price cutting in its 
most virulent form is experienced among the ply- 
wood, wallboard, roofing, (Please turn to page 599) 
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tubes are used as parts of 
almost every type of machinery. 
Typical are these coils being 
fabricated for a home refrigerator. 









refractories line 
many of the furnaces used 
in machinery manufacture 


The Paradox of 
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closed circuit 

television makes it possible for 
the operator of this machine 
tool to remain at the controls 
and yet see essential gauges 
and dial settings. 


RISING CAPITAL EXPENDITURES and 
DECLINING MACHINERY STOCKS 


By EDWIN CAREY 


Pernt a by industry for plant and equipment 
seems to be following the rather optimistic pat- 
tern predicted by the SEC and Commerce Depart- 
ment in March. While the final rate of spending 
might still fall short of the designated figure of $37 
billion, there is nonetheless little doubt that the 
total amount of spending will top last year’s $32.5 
billion by an impressive margin. 

This should speak well for the machinery stocks, 
a number of which were the subject of bullish mar- 
ket letters earlier in the year. However, as this 
year’s stock market groped with uncertainty, with 
the Dow-Jones Industrial Average about 10% 
below the 1960 high, the 30 leading machinery 
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stocks declined some 28% from this year’s peak. 


When to Buy in? 


Many analysts feel that the best time to buy 
machinery stocks is during the depth of a recession 
when things look the blackest, although such a plan 
takes a certain courage and, at the time, it may seem 
more like reckless abandon. At present, with thie 
economy moving along at a high level, we hear ta‘k 
that the next adjustment could be downward and 
that the cyclical type stocks should be avoided. 


The Leverage in Machinery Company Earnings 
The typically high overhead needed in most ma- 
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Leading Machinery Manufacturing Companies | 





Ist 6 Months Full Year Indic. 
Net Profit Net Per Earned Per Cash 1960 Price Div 
Net Sales Margin Share Share Earn. Div Range Recent Yield 
1959 1960 1959 1960 1959 1960 1958 1959 Per Share Per Share 1959-60 Price % 
(Millions) % % 1959 * 








AMER “ACH. & FOUNDRY $122.6 $142.2 6.9% 7.4% $ 46 $ 54 $1.66 $2.52 $4.72 $1.30 7434- 263%4 60 2.1% 
w.c. 1.) ‘58-$85.4; ‘58-$70-0 


BABCO XK & WILCOX .... 174.3 154.9 5.7 5.9 1.65 1.49 2.11 2.58 3.58 1.20 423- 28 28 4.2 
ee W.C. ( il.) ‘58-$125.0: ‘59-$127-4 
BLAV’-'<NOX - si 8 88.8 4.8 3.0 2.48 1.45 3.84 3.12 4.81 1.40 5634- 33 3404.1 | 
sie W.C. | sil.) ‘58-$47.0; ‘59-$38-7 | 
BLISS £. W.) CO. ..... 38.1 42.1 1.6 2.2 43 68 .03 48 2.15 22 - 133% 14 
W.C- \roil.) ‘58-$33.7; ‘59-$28.9 
BRUN } VICK CORP. 95.1 127.9 6.0 6.8 .80 1,06 2.04 3.42 3.73 0.60 77 - 15% 61 9 
oy U/) W.C. nil.) ‘58-$55.0; ‘59-$87.4 
W 
BUC) 2US-ERIE 74.5% 14.3% 6 416 05° 412% 4.90 d 94 62 3558- 14 14 
iit W.C. rail.) ‘58-$37.4; ‘59-$38.3 
CHIC \GO PNEUMATIC TOOL 29.2 N.A. 10.3. N.A. 94 1.06 1.92 2.09 2.54 1.15 36%2- 22% 24 47 
W.C. (inil.) '58-$46.6; ‘59-$50.8 


CLA®. EQUIPMENT 703.1 107.9 6.5 3.7 1.41 84 1.35 2.61 3.19 1.20 48%4- 2834 320 3,7 
W.C_ mil-) ‘58-$50.8; ’59-$49.0 


COM USTION ENGINEERING 83.8 63.7 1.7 1.6 59 32 2.65 2.10 3.91 1.12 38'2- 22 22 5.0 
W.C mil.) ‘58-$63.6; ‘59-$69.0 


COO ’ER-BESSEMER ................... » 2.5 32.7 7.4 7.0 1.58 1.49 2.31 3.52 4.68 1,60! 42%4- 30 31 5.1 
W.C. (mil.) ‘58—$23.1; ‘59-$25.7 


GARONER-DENVER CO. 13.7 22.3 10.2 7.6 .90 75 2.75 3.67 4.46 2.00 56%- 38'2 44 4.5 
W.C. (mil.) ‘58-$41.1; ‘59-$43.7 


| INGERSOLL-RAND N.A. N.A. NAA. N.A, 95° 1.015 436 4.06 4.56 3.00 109 - 68 69 4,3 
} W.C. (mil.) ‘58-$87.7; '59-$74.6 


JOY MFG. 72.2° 753° 52 4.6 2.06~ 1,86- 2.33 2.81 4.12 200 5934- 31 336.0 
W.C. (mil.) ‘58-$47.3; ‘59-$48.5 


LINK BELT ; 78.0 78.0 4.3 3.6 1.80 1.53 3.52 3.65 5.72 2.40 73 - 48 49 4.9 
W.C. (mil.) ‘58-$50.1; ‘59-$49.2 











MESTA MACHINE N.A. N.A. N.A. N.A, N.A. N.A. 5.21 6.81 6.19 3.50 82'4- 5334 56 6.2 
W.C. (mil.) ‘58—$23.1; ‘59-$24.2 
UNITED ENG. & FOUNDRY 23,2 N.A. 11.2 N.A. 1.29 95 2.75 2.38 2.90 1.15 2278- 16 17 6.7 
W.C- (mil.) ‘58—$22.1; ‘59-$23.8 
| WORTHINGTON CORP. 47.5 51.2 4.0 4.0 1.09 1.15 4.76 4.81 6.85 2.50 84'2- 45 47 5.3 
W.C_ (mil.) ‘58—$73.1; ‘59—$75.2 
W-C. Working capital. N.A.—-Not available. 1__Plus stock: 
Based on latest dividend reports. =_9 months ended June 30. 
d Deficit. 3__1st quarter. 
-_ ee owes a a a Se a oa | 
American Mach'ne & Foundry: Pinspotter shipments for renta! should at pressors and engines hoped for. Some new lines add to potentials. C2 
least equal 1959. Overall backlog was up 84% at 6/30/60. BI C-mbustion Engineering: Backlogs should continue to increase to help 
peak. Blaow-Knox: Could show improved fourth quarter if steel operations shipments in 1961 and 1962. B4 
es Up: Gardner-Denver: Long term growth record, but outlook for the next year | 
Babcock & Wilcox: Trend of new orders should be upward this year and or two may be flat. B2 
nex B2 


5 Ingesoll-Rond: Now attempting to diversify by acquisitions rounte. A2 
E. W. Bliss: Shipments of heavy presses at low ebb. Prospects for 











’ cam Joy Manufacturing: Although less dependent on coal industry than 
) buy Go ewell division appear better. C2 formerly, a pickup there is still needed to help earnings. Labor-saving 
SSs1on Bu vrus-Erie: A difficult job of cost cutting ahead. Volume expected to equipment in other lines favors longer term prospects. B2 | 
plan : — improvement. Link-Belt: New Indianapolis bearing plant should help although prices 
. Bru swiek Corp: Pinsetter demand continues strong. Company continues on engineered products continue weak. 
seem ye versify with acquisition of Owens Yacht. 1 Mesta Machine: Backlogs have improved, but cyclical peak may not be | 
h the Clerk Equ’pment: Volume holds up, but profit margins have dropped far off. Has good record and yield is better than average. | 
* talk a United Engineering: New orers for finishing machinery from the steel | 
r ta Chicago Pneumatic Tool: Hos strong foreign position. Domestic opera- industry expected to hold up. } 
! t 2 i ifi isiti : : . P 
| al d tic vave been diversified through acquisitions. Werthington: Drop in profit margin of U. S. operations discouraging. | 
Ccoper-Bessemer: Some increase in demand for gas pipe line com- Heavy machine demand is cyclical. B4 | 
ES scretoedlieiibedintastiasstitoninicenieec as ; scale acecabacas pipaniBiumanisipininiats " | 
nas | R&'INGS: A—Best grade. C—Speculative. 1_-Improved earnings trend. 3—Earnings up from the lows. 
g | B—Good grade. D—Unattractive. 2 -Susta‘ned earnings trend. 4— Lower earnings trend. 
tC ma- = —: — 
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chinery operations makes costs inflexible while 
prices and demand for machinery can change rap- 
idly. This imparts a certain leverage to machinery 
stocks which during periods of business upswing 
can be intriguing, but painful on the downside. 

Although the economy has not yet turned down- 
ward, and indeed it may continue on a high level 
for some time, the effect of rising costs and weak 
prices have already reduced profit margins. 

> For example, the custom-engineered conveyor 
systems produced by Link-Belt now provide little or 
no profit for the producer but he stays in the busi- 
ness to cover his overhead costs and to create a 
market for replacement parts. Prices were recently 
cut 5% to 10% in the case of turbines and trans- 
formers, again custom-engineered capital equip- 
ment. 

Clark Equipment, in the area of fork lift trucks 
and earth-moving equipment, points to price cutting 
as a factor behind their recent drop in margins. A 
number of machine tool producers who tried to 
raise some prices early in the Spring to offset high- 
er costs have since withdrawn the increase. 


Excess Capacity is One Reason for Price Weakness 


The real peak demand for machine tools has come 
during times of military emergency, and companies 
such as Cincinnati Milling showed record earnings 
in 1952 and 1953 that are still unequaled. (In 1952 
industry shipments totaled a whopping $1.1 billion 
but in 1958 the figure was down 64% to $411 million 
and 1959 was little better at $413 million.) Machine 
tool companies have been trying to find some use 
for their expanded plants ever since. Price increases 
just do not hold up as producers are eager to in- 
crease their volume and are sometimes willing to 
make concessions to get new orders. 

In poor business years competition becomes severe 
and demand declines to such an extent that the sale 
of second-hand equipment actually exceeds that of 
new equipment. It is this type of thing that the 
stock market is afraid of, and why it is now ignor- 
ing news of increased backlogs and in some cases 
better earnings. 

Since the machine tool boom years of the Korean 
War, users have learned to make many of their own 
tools. This has been especially true in the auto in- 
dustry. In addition, many machinery users have 
been able to effectively remodel their old machines, 
extending the life of the machines which is on an 
average amazingly long. 

High Hopes for the Machine Tool Show 

The first industry-wide show in five years will 
open in Chicago, September 6. It is felt that many 
users are waiting to see the latest automated ma- 
chines before ordering, and this may be one cause 
for the current slump in U.S. demand. The show 
will be the largest yet, with machinery of all types 
covering 12 acres, but only the future will decide 
its significance. 

The Importance of Foreign Competition 

The export market is an area where demand is 
smaller than it was several years ago. Between 
1946-50 exports of U.S. machinery averaged 23% 
of total machinery production, but during the next 
eight years through 1959 exports dropped to an 
average of 10%. Machinery producers in Germany, 
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England and France have grown to where they now 
can supply most of the European market, except 
when demand is extraordinarily high. Some users 
must still look to the U.S. for very specialized ma. 
chinery, however. Foreign producers have a clear. 
cut advantage over U.S. producers. Wage rates in 
Europe are currently one-third to one-fifth the com. 
parable rates in the U.S. and most European ro. 
duced tools sell from 50% to 60% less than the 
same American made tools. As a further dan zer, 
should European demand for machine tools slacken 
from its present all-out rate, it will not be surpris- 
ing to find the foreign producers peddling t ieir 
goods with increased vigor to the U.S. market In 
the meantime, however, the tremendous deman« in 
Europe has helped exports from the U.S. which | ave 
actually picked up in the last six months. This ap. 
pears to be a temporary situation, however. 

Visitors to the office of President G. J. Coffey of 
Chicago Pneumatic Tool leave with a strong aw: re- 
ness of the extent of foreign competition in ‘he 
machinery field. Mr. Coffey shows analysts an | al- 
ian made pneumatic nut runner that is such a god 
copy of one of his own products that all parts ire 
completely interchangeable. This item was found ‘or 
sale in the American market with a price tag tat 
was 40% below the Chicago Pneumatic list pr ce. 
Competitor Gardner-Denver’s answer to the sane 
problem was to buy out the low-cost foreign } ro- 
ducer that was so adept at copying. 


U.S. Companies Expand Abroad 


Another solution for American companies is to 
open up shop on foreign soil. Chicago Pneumatic 
answered the problem of foreign competition by 
building another Italian plant, this one in Milan «nd 
just completed, as well as expanding plants in 
France and improving their large multi-story plant 
in Germany. The company now derives about 20% 
of its sales from foreign operations and probably 
30% of its net income, since profit margins abroad 
are considerably higher than in the U. S. 

Ingersoll-Rand, in the same field of compressors 
although specializing in heavier tools, has a leading 
position in the British market with its plant at Man- 
chester, England. While Gardner-Denver seems to 
have gotten a late start in Europe, its President 
Giffard Leece recently announced acquisition of a 
producer of compressors in Westhausen, Germany. 
He indicated that negotiations are under way for 
acquisition of other foreign producers and _ that 
G.D.’s European operations may soon achieve major 
importance. “If you can’t beat them, join them”’ is 
the chorus of many other machinery producers. 

Cincinnati Milling now claims to be the largest 
milling machine producer in the British Empire and 
has a plant in Holland that is on extra shifts pro- 
ducing grinders and milling machines. Black & 
Decker has a growing British operation with its 
plant at Harmondsworth, England, while the man- 
agement of Cooper Bessemer also announced plans 
recently to expand abroad. 

In the area of heavier equipment Worthington 
Corp. probably has the most enviable position abroad. 
Its Chairman H. C. Ramsey came up through the 
International Division and during the ’30’s had much 
to do with building up the company’s foreign opera- 
tions. Now declining profit margins in the domes‘ic 


THE MAGAZINE OF WALL STREET 








— a nae ah 2 


Vy now 
except 

1Sers 
dma. 
Clear. 
ites in 
e COM. 
n »ro- 
in the 
an zer, 
lacken 
ir} ris- 
t ieir 
cet In 
Ani! in 
h 1 ave 
LIS ap. 


Te) of 
LW: Yre- 
in che 
n I:al- 
1 g 0d 
ts ire 
nd for 
y tat 
pr ce, 
Sa ne 
n pro- 


is to 
ima tic 
on by 
in «nd 
its in 
plant 
; 20% 
Ibably 
broad 


eSsors 
sading 
Man- 
ms to 
sident 
1 of a 
many. 
iy for 
that 
major 
m’’ is 
S. 
argest 
re and 
S pro- 
ck & 
th its 
man- 
plans 


ngton 
broad. 
h the 
much 
»pera- 
nes‘ ic 


TREET 









































- a 
Leading Machine Tool Companies 
Ist 6 Months— Full Year Indic. 
Net Profit Net Per Earned Per Cash 1960 Price Div. 
Net Sales Margin Share Share Eorn. Div. Range’ Recent Yield 
1959 1960 1959 1960 1959 1960 1958 1959 Per Share Per Share 1959-60 Price % 
(Millions) % % 1959 wi 

BLACK & DECKER ....................... $ 39.0! $ 448! 8.7% 9.1% 1.59! $1.78! $1.58 $2.23 $2.72 $1.60 492- 26'2 36 4.4% 
W.C_ mil.) ‘58—$22.4; ‘59-$25.9 
BULLARD EO. ................ .. os 4.04 3.84 410.5 4156 dgit 4dge2% 42.70 43.54 247%- 11 12 
W-C nil.) ‘58—$8.4; ‘59-$6.5 
CIN® NNATI MILLING MACH... 47,4- 59.9- 15 1.7 37> A9- 1.62 1.11 3.20 1,60 477%- 2612 27 5.9 
W.c mil.) ‘58—$47.4; ‘59-$44.3 } 
EX-CELL-) GOOP, 2... cevcccenes 5... 50.9% 72.43 6.3 6.4 873 1.298 2.91 2.17 4.40 1.50 497%2- 3058 31 4.8 
W.C_ mil-) ‘58-$36.6; ‘59—-$35.8 
MONARCH MACHINE TOOL .... 4.4 §.2 3.1 2.9 .33 .37 58 44 1.05 0.40 24 - 12 12 3.3 
W.C mil.) ‘58—$6.5; ‘59—$6.4 
NATIONAL ACME .......... .... .... N.A. N.A. NA. N.A 1.61 1.68 1.90 3.47 4.09 2.00 63'2- 43 43 4.6 
W. mil.) ‘58—$24.0; ‘59—$24.0 
‘ i ee : —_- 
SUt:D5TRAND CORP..... .... ..... 38.7 38.5 4.6 2.4 1.15 -60 2.10 2.36 3.73 1,00 3858- 1812 19 5.2 
W.C. (mil.) ‘58—$22.3; ‘59-$23.0 j 
UN ‘TED GREENFIELD CORP. .... 24.0 26.9 6.2 6.4 95 1.10 .97 1.75 2.61 1.10 207s- 16 17 $2 
W.-C, (mil.) ‘58—$21.8; ‘59-$22.3 
VAN NORMAN INDUST. .......... 28.0” 22.5° N.A. N.A, N.A. NLA. 43.75 71 3.80 13¥2- 934 12 
W.©. (mil.) ‘58—$17.1; ‘59—$17.9 | 
Ww Working capital. !__9 months ended June 30. 4 __1st 6 months ended June 30. | 
NA —Not available. ~—24 weeks ended approx: June 18. Estimated. 
d- Deficit. 3__6 months ended May 31. | 
Bicck & Decker: Improvement in interim earnings may continue a 1959, but second quarter net turned down slightly. B2 | 
favorable trend. BI 

National Acme: Earnings should hold up at the improved 1959 level. B2 
Bullard: A sustained recovery in earning power still some time off. C2 

Sundstrand: Heavy research outlays and higher costs resulted in first 
Cincinnati Milling: Interim results not encouraging. National tool show half. $.60 a share vs. $1.13 in 1959. B2 
ey ee ae SR ee Se SO. 7 United-Greenfield: Observing last years year-end accounting adjust- | 
Ex-Cell-O: Defense work still important. Dairy equipment and rental gt lege: penn pe rg” should help this year despite | 
income may show increase. ‘ 

Van Norman: Operations are being improved after the large loss in 
Monarch Machine Tool: Earned $0.37 in first six months vs. $0.33 in 1958. Has acquired two producers of electronic equipment. C1 
RATINGS: A—Best grade. C— Speculative. 1—Improved earnings trend, 3—Earnings up from lows. 

B—Good grade. D—Unattractive. 2—Sustained earnings trend. 4—Lower earnings trend. 





























plants, although alarming to stockholders, are con- 
siderably offset by stable margins abroad. Last year 
the company consolidated foreign earnings for the 
first time, and they contributed roundly $1.00 to the 
reported net per share of $4.81. 

Most companies choose to own their foreign oper- 
ations although some such as Clark Equipment work 
through licensing arrangements. Clark’s substantial 
licensee in France for fork lift trucks is matched by 
the smaller foreign plants owned by Yale & Towne 
in England and Germany. 

Some of the more interesting machinery compa- 
nies are next briefly discussed, the approximate 
price of the stock appearing in parentheses. 

American Machine & Foundry (60) is still piling 
up profits from its leased bowling pinspotter, and 
management is not overly concerned about the pros- 
pect of a new competitor, tiny Bowl-Mor, entering 
the field late this fall. Unlike most machinery pro- 
cers, AMF looks to the foreign market as a real 
opportunity—and as an eventual solution to the 
problem of a saturation of bowling alleys finally 


overtaking the U.S. market. In England, movie 
houses, deserted because of TV, are being converted 


to bowling centers, and latest reports are tliat Brit- 
ishers are cued up for hours waiting to bowl. The 
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rule is only two games per customer—a restriction 
unheard of at even the busiest American bowling 
alleys. 

At June 30, 1960 a total of 75,000 pinspotters 
were on lease or on order, virtually all of them in 
the U.S. They will provide an annual rental income 
of about $80 million. (In 1959 total rental income 
including tobacco machines was roundly $60 mil- 
lion.) The company has benefit of substantial depre- 
ciation chargeable against taxable income on the 
leased machines, and total cash earnings may 
approach $50 million in 1960. It is little wonder that 
Chairman Patterson recently said that he will sug- 
gest that the Board increase the dividend for the 
fifth time in five years. 

The company’s substantial increase in backlog to 
$250.4 million at June 30, 1960 from $136 million a 
year ago reflects to a large extent government orders 
for missile launching platforms especially for the 
Titan. While this work provides a low profit margin 
it is reaching such volume that one day it should 
help earnings. Meanwhile management estimates 
1960 earnings at $3.00 per share compared with 
$2.52 in 1959. One reservation regarding the future 
concerns the possibility of price cutting on bowling 
machines by one of the company’s two competitors. 
In such an event, AMF = (Please turn to page 606) 
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Contrasting prospects for... 


COMPANIES IN 
SPECIALIZED INDUSTRIES 


By NATHANIEL C. SCHWARTZ and JOSIAH PIERCE 


S in past years, we are again presenting this 

special section, which should be of particular 
benefit to our subscribers at this time in view of 
current market uncertainties. This section will pro- 
vide, for those now checking their holdings, a care- 
fully prepared review of so-called “unclassified” 
stocks—i.e., issues that do not belong to anv of the 
major industries, as usually defined. However, as 
the accompanying tables reveal, there are a number 
stocks in this category that represent a distinct and 
separate industry in each case, due to the special 
nature of their products and activities. 

We have included in the unclassified group certain 
large industrial enterprises that have widespread 
investor interest—such as, Eastman Kodak, Minne- 
sota Mining & Manufacturing and National Lead. 
These companies produce, in whole or in part, spe- 
cial products that are in growing demand and their 
common stocks are held by many institutional and 
individual investors. 
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The group will be found to 
known issues with relatively 
well-protected dividends—such 
Hershey Chocolate and Wm. Wrigley, Jr. Thesé 
stocks also represent leading enterprises and ar 
widely held, primarily as defensive or income issues. 

Our unclassified group also contains certain heavy 
industry issues—for example, American Chain & 
Cable and Scovill Manufacturing. The business of 
such companies is basically cyclical in character 
and their outlook will depend primarily upon th 
demand for capital goods over coming months. 

There are two prominent companies in our list 
with large interests in Central and South America 
—i.e., W. R. Grace & Co. and United Fruit. How- 
ever, their outlook is quite different, as the former 
has favorable prospects for future growth, whil 
the latter has been beset by many difficulties,  n- 
cluding developments in Cuba. 

Finally, the unclassified group contains a number 


include several well- 
stable earnings ané 
as American Chicle, 
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Survey of 34 Unclassified Stocks 
Ist 6 Months— Full Year Indic. 
Net Profit Net Per Earned Per Cash 1960 Price Div. 
Net Sales Margin Share Share Earn. Per Div. Range Recent Yield 
1959 1960 1959 1960 1959 1960 1958 1959 Share PerShare 1959-60 Price % 
(Millions) % % 1959 ° 
AME* CHAIN & CABLE ......... $ 28.0- $ 30.9° 4.4% 4.2% $1.10" $1.14- $3.59 $4.58 $6.59 $2.50 6134- 43% 44 5.6% 
W.C. nil.) ‘58—$35.9; ‘59-$37.5 
AME: :CAN CHICLE ..............0000 N.A. N.A N.A. N.A 1.60 1.67 2.95 3.21 3.52 1.60 66 - 44% 62 2.5 | 
W.C nil.) ‘58—-$25.3; ‘59-$26.8 
BREN. SEATING oocses0s cnsssscsscaces 14.5 15.8 3.1 2.7 69 -66 3.10 2.93 4.50 1.60 41 - 29 31 5.1 | 
W.C_ nil.) ‘58-$14.8; ‘59-$16.0 
AND -RSON CLAYTON .............. 355.33 395.13 LP i 2.4 1.84% 2.95% 2.49 3.77 6.78 2.00 41'e- 34 39 5.1 
W.C (mil.) ‘58—-$114.4; ‘59-$116.3 
ARC*AUER-DANIELS ............0.000 sccceee N.A. N.A. NA. N.A, 2.704 1.654 2.45 3.39 5.70 2.00 49\2- 3212 33 6.0 
W.C (nil) ‘58—$47.9; ‘59-$50.9 
CARSORUNDUM CO. ................ 58.4 N.A. 6.2 N.A. 2.13 2.45 2.21 4.02 7.58 1.60 5634- 37% 44 3.6 | 
W.C (mil.) ‘58$40.1; ‘59-$43.3 
} 
CONSOL. LAUNDRIES ................ N.A N.A. NAA. N.A, .90 .86 2.02 2.05 3.20 1.20 27\e- 20 21 5.7 | 
W.C. (mil.) ’58—$2.6; ‘59-$2.1 
CRC-VN CORK & SEAL ............. 62.0 61.3 2.1 2.1 1.23 1.25 1.41 2.39 4.87 2.75 41 - 28% 33 8.3 
W.C mil.) ‘58—$31.2; ‘59-$18.0 
| DIAN OND GARDNER ................ 103.5! 111.4! 4.5 6.1 98! 1.45! 1.99 2.15 4.44 1.40 41\e- 29% 35 4.0 | 
W.C (mil.) ‘58—$60.7; ‘59-$61.9 
W.C. -Working capital. 1__24 weeks ended June 19. 4__9 months ended March 31. 
| N.A —Not available. ~—1st Quarter. 
| * Based on latest dividend reports. 3__6 months ended January 31. 
| a seit | 
American Chain & Cable Co.’s wide product diversification has enabled the current fiscal year are difficult to forecast at this early period | 
it make a relatively good showing over recent years. The trend as they depend on crops and orices. The stock is speculative. The 50< 
toward further automation has favorable implications for the future quarterly dividend is expected to be maintained. B3 
but some of the products the company produces are cyclical. The 62'/2 “ - 
cent quarterly dividend yields an excellent income. B2 Carborundum Co.: Abrasives account for approximately 70% of sales 





Moderate increase in sales indicated over coming months and net income 


American Chicle: A further moderate rise in earnings was shown in the 
first half of the current year extending the long upward trend of 
earnings of the past five years. The 9% increase in the selling price 
of chewing gum effective the past May, should be reflected in even 
higher earnings over coming months. Consecutive dividends have been 
paid for he past 34 years. Al 

American Seating: Company plons entering the manufacture of a full 
line of patient room furniture for the hospital market; principal sales 
volume will continue to schoo!s, churches, public buildings and seats 
for busses. Increased theatre seating is also a favorable factor. Although 
new competition has entered into this field, this largest manufacturer 
of public seating equipment has favorable prospects, particularly in 
ew of Pn high birth rate of recent years and increased school popu- 
ation 1 

Anderson Clayton: This largest cotton merchandising company does a 
world-wide business. Also produces food products, operates gins and 
crushing mills and vegetable oil refineries and sells green coffee. The 
larger cotton crop, increased textile activity and higher export business 
have been favorable factors. Earnings for the fiscal year ending July 
31, 1960 are expected to show a good increase. The 50¢ quarterly 
dividend yields a good income. B1 

Archer Daniels-Midland: Falling agricultural commodity prices adversely 
affected earnings in the fiscal year ended June 30, 1960. Prospects for 


for 1960 is expected to show a moderate rise over last year. The longer 
term outlook is influenced by cyclical swings of the hard goods indus- 
try. Bl 

Consolidated Laundries: Stable earnings have been reported in recent 
years. Recent laundry acquisitions and expansion of territory served 
indicates a moderate increase in sales and earnings this year. The 30: 
quarterly dividend may again be supplemented by a 10¢ year-end 
extra, last poid in December 1959. 1 


Crown Cork & Seal: This relatively small producer of metal cans, crowns 
and closures faces sharpened competition but extension of the marketing 
area and output from two new Southern plants should aid sales. Earn- 
ings are expected to show a moderate increase over last year but 
dividends are not expected to be resumed this year. Cl 


Diamond National: Formeriy known as Diamond Gardner. Has greatly 
diversified its business in recent years with pulp and packaging now 
principal products but matches and lumber continue to be important 
lines. Increasing demand for paper packaging materials and a fair 
level of residential construction will keep lumber sales at a fair level, 
but volume in other consumer items, including matches, should hold up 
fairly well. Current earninos should show an increase over last year 
Quarterly dividends were iecently increased to 40¢ from 30¢ paid pre- 
viously. The longer term outlook appears favorable. 1 


| 
| 
| 
| 
| 
| 
| 





RATINGS: A 


Best grade. 
B—Good grade. 
C—-Speculative. 
D—Unattractive. 


Improved earnings trend. 
Sustained earnings trend. 
Earnings up from the lows. 


won — 


—Lower earnings trend. 
































ocks that are strictly “specialties.” As used 


erally, this term means specialized activities and 


does not imply that such issues lack merit. Compa- 
nies in this category, with diverse products and 
ser. ices, include American Seating, Anderson Clay- 
ton, Gillette Co., Hertz Corp., International Salt, 
Joh:son & Johnson and Simmons Co. 

Fr the benefit of our readers, we are presenting 
AUCUST 13, 1960 


statistical tables showing sales, earnings, dividends 
and prices for the 31 unclassified stocks. Our com- 
ments on each stock, following the tables, present a 
condensed and accurate picture of the business and 
prospects of each company. In pertinent instances, 
the element of risk involved is pointed out. In gen- 
eral, our comments should be of timely interest to 
investors. END 
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Survey of 34 Unclassified Stocks —(Continued) 


Ist 6 Months— 





Full Year Indic. 
Net Profit Net Per Earned Per Cash 1960 Price Div. 
Net Sales Margin Share Share Earn. Per Div. Range Recent Yicld 
1959 1960 1959 1959 1960 1958 1959 Share PerShare 1959-60 Price 9 
(Millions) % 1959 ° 
EASTMAN KODAK ..... sccccces QOL? $417.2 13.1 13.1 $1.36 $1.42 $2.57 $3.24 $4.34 $2.04 136%4- 68% 1.21 1.6% 
W.C. (mil.) ‘58—$326.0; ‘59-$355.9 
PN GID ssasastciecicnnescsenscenes - 31.6 32.8 5.6 5.2 2.48 2.15 2.76 4.45 6.44 1.60 677%- 2734 52 3.C 
W.C. (mil.) ‘58—$15.0; ‘59-$16.7 
MINNIS kc cssuspsatsgeckins catuasnct N.A. N.A. N.A. NLA 1.37 1.08 2.14 2.74 3.31 1.80 44%- 30% 34 5.3 
W.C. (mil.) ‘58—$17.9; ‘59-$19.8 
GREINER: Seas aitersincsicascssceeuses “SAS 110.1 144 15.6 1.52 1.84 2.97 3.34 3.68 2.50 80%2- 44% 79 3.1 
W.C. (mil.) ‘58—$43.7; ‘59-$50.7 
GRACE (W. R.) & CO. ................ N.A. N.A. NA. NLA, N.A. N.A. 2.06 2.98 7.86 1.602 54%2- 33% 35 4.2 
W.C. (mil.) ‘58—$130.3; ‘59—$138.1 
GUICUEEIY CUNO. ii sccscsssecescssicsasess 7.83 N.A. 5.33 NLA, 1.56% 1.93% 5.25 6.35 6.96 2.40 9034- 66 84 2.8 
W.C. (mil.) ‘58-$55.4; ‘59-$63.9 
I IS 56s 5 spn caacncrconssancsens 25.23 25.9% 5.4 5.8 423 46° = 1.47 2.40 10.00 1.30 60%8- 34 50 2.6 
W.C. (mil.) ‘58—$1.4; ‘59-$d.1 
INTERNATIONAL SALT .............. N.A N.A. NA. NLA, 5.04 4.55 8.81 8.83 12.36 4.00 172%2-102 104 3.8 
W.C, (mil.) ‘58—$10.7; ‘59-$12.5 
JOHNSON & JOHNSON ............. 149.9 154.2 5.1 §.1 1.30 1.34 2.38 2.61 4.24 1.00 71%2- 5334 66 1.5 
W.C. (mil.) ‘58—$70.5; ‘59-$77.8 
MERGENTHALER LINO. .............. 17.11 20:5! 127 1152 3.73! 5.33! .93 4.93 6.06 2.40 75 - 44% 78 3.0 
W.C. (mil.) ‘58—$25.6; ‘59-$25.7 
MINN. MIN. & MBG. ............... 175.6 205.7 7.0 5.8 1.76 271 86 1.25 1.61 0.62 88 - 37% 74 8 
W.C, (mil.) ‘58—$99.7; ‘57—-$139.7 
W.C.—Working capital. 1__36 weeks ended June 5. 
N.A.—Not available. *—Plus stock. 
d—Deficit. %—1st Quarter. 


Eastman Kodak Co.: A further increase in sales and earnings, although 
moderate, were reported in the first half of the current year. Execu- 
tives see ‘‘satisfacttory’’ business for the balance of the year. In- 
troduction of new products in the photograph, textile yarn and plastic 
fields enhances the longer term outlook. Defense orders are an additional 
factor. This high-grade investment continues attractive for the long 
term. 1 


Ferro Corp.: This largest producer of porcelain enamel frit, used in fin- 
ishes on industrial products, plumbing fixtures and which is home 
appliances is expanding in fibreglass in addition to its regular prowducts. 
Increased fibreglass volume and greater foreign sales may offset a 
possible moderate decline in frit demand caused by over-production in 
the appliance field. New product development adds promise to future 
operations. 


Filtrol Corp.: This prominent producer of petroleum cracking catalysts is 
in a f.eld subject to shifts in demand. The smaller demand in the oil 
industry is an adverse factor. The 45¢ quarterly dividend yields a 
good income return. 

Gillette Co.: The new Super Blue Blade has boosted earnings of this 
leading razor blade compony and the Toni division plus Paper Mate 
pen division sales and earnings should show a further gain this year. 
Export business continues to expand. Net income this year shouid 
exceed last year’s results by a fair margin and regular dividends plus 
a year-end extra should at least equal the $_.50 per share paid last 


year. Bl 
W. R. Grace & Co.: Latin American sales should benefit from the 
Administration's proposed Marshall Plan for Latin America. Expanded 


capacity in the chemical division is a favorable factor and Peru’s sugar 
quota is increased because of the Cuban situation and although shipping 
revenues are somewhat below lost year’s levels, sales and operating 
revenues this year are expected to increase beyond the peak of 1959. 
Improving foreign exchange situation in Latin America is also a favor- 
able factor. The 40¢ quarterly dividend is expected to continue. A 2% 


RATINGS: A—Best grade. 
B-—Good grade. 
C—-Speculative. 


D—Unattractive. 


stock dividend was paid on March 10, 1960. This diversified company s 
operations both domestically and foreign offer good long-term growth 
prospects. Bl 

Hershey Chocolate: Earnings of this largest domestic producer of chocc 
late and cocoa products ure expected o show a further increase this 
year and the 60¢ quarterly dividend may be moderately increasec 
The stock is closely held and thus is inactive marketwise. Al 

Hertz Corp.: Recent supreme Court decision will result in higher taxes 
for the company on depreciation regulations which prevents Hertz fror 
using accelerated depreciation for tax purposes. However, this largest 
car-truck rental company is expected to show further expansion i 
revenues over the longer term. Current quarterly dividend is 30¢. A 
10¢ extra was paid earlier in the year. Bl 

International Salt: Volume of this largest domestic producer of rock 
salt should compare favorably with the record reported for 1959. Earn 
ings are expected to approximate last year’s results and dividends ar: 
expected to continue at $1.00 quarterly plus a year-end extra. Thi 
good quality stock offers moderate long term growth prospects. Al 
Johnson & Johnson: New products add promise to this world’s largest 
producer of surgical dressings and related items. Non-consolidated 
foreign subsidiory earnings are substantial and this coupled with domes 
tic operations offers good long-term growth prospects. Dividend yield 
is quite small. 1 

Mergenthaler Linotype: First half earnings this year showed a goo 
increase over 1959 and outlook over coming months continued favorable 
Increased export business is favorable factor. The company has « 
substantial stock investment in Electric AutoLlite Co. 1 


Minnesota Mining & Manufacturing: Growth record has been excep 
tionally good and further expansion in sales and earnings over the 
near and long term are indicated. Through research it has developec 
new products of exceptional promise. Dividend yield is traditionally 
small and stock sells at high price-earnings ratio, indicating its excep 
tional growth record. Al 








2 on — 


Improved earnings trend. 
Sustained earnings trend. 
Earnings up from the lows. 
Lower earnings trend. 
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| 
Survey of 34 Unclassified Stocks —(Continued) 
= shestinibiinitinteniin a 
Div. | ____—Ist 6 Months———_____ Full Year——__ Indic. 
Yield | Net Profit Net Per Earned Per Cash 1960 Price Div. 
7 | Net Sales Margin Share Share Earn. Per Div. Range Recent Yield 
| 1959 1960 1959 1960 1959 1960 1958 1959 Share PerShare 1959-60 Price % 
| ——(Millions)—— % % 1959 ° 
1.6% | = ee —_———— ciclanaemasictapiinieatinicannenia laa _— 
SORTIO MAE TI iiscssrscsnsiccensses $264.5 $259.8 10.1 9.3 $2.21 $2.07 $3.65 $4.30 $5.45 $3.00 13234- 8514 89 3.3% 
| w.c il.) ‘58—$120.1; ‘59-$138.6 
3.C | - = — gl cng tea laa me 
OUTS” ARD MARINE ................ . 133.37 134.22 8.6 7.8 1.34 1.47 1.16 1.76 2.23 0.80 39%- 225% 24 3.2 
| W.C il.) ‘58-$49.1; ‘59-$55.3 
5.7 Ds ee a _—- ae 
EM CI isrtercicecir ccsixausinccens 75.7 6.40 1.7 8 .66 -24 12 1.44 3.25 0.60 30'%- 1658 17 3.5 
W.C. mil.) ‘58-$33.9; ‘59-$37.1 
3.1 Se LS RS Se ee — a a 
SOV PI cccsccisciscscccsscs SE 38.13 3.0 2.6 663 593 4.25 2.37 6.29 1.00 30'2- 1934 20 «5.0 
W.C. ‘imil.) ‘58—$30.1; ‘59-$35.0 
4.2 . ooo —— a --- | 
SHE/ FFER (W. A.) PEN ............. N.A. N.A. N.A. N.A. N.A. N.A. 1.02 -61 1.48 0.60 12 - 7% 8 7.5 
| W.C. (mil.) ‘58—$14.9; ‘59-$15.7 
2.8 + - : — " 
S SIMONE GO. 0... 2.05.050k0.02..:. 65.6 66.6 47 3.1 2.68 1.82 4.07 5.38 7.13 2.40 59%2- 42% 44 5.4 
| W.C. (nil.) ‘58-$43.4; ‘59-$46.0 
2.6 a - —_— rs 
SPENCER KELLOGG ................... 97.31 85.91 1.4 8 1.101 551 1.00 1.30 2.91 0.80 21%4- 13% 15 5.3 
W.C. (mil.) 58-$21.6; ‘59-$20.5 
3.8 ‘ enn nner eminem . 
OT IE ith denis ccncitiecicnennes N.A. N.A. N.A. N.A. 1.15 70 2.60 1.39 4.13 0.75 45%4- 2034 20 3.7 
W.C mil.) ‘58-$44.9; ‘59-$47.5 | 
1.5 _ = es 
‘ | 
VANADIUM CORP. ................... 19.18 19.33 4.9 3.5 66% 443 1.00 1.62 3.93 1.00 42 - 20% 21 47 
W.C. (mil.) 58—$21.5; ‘59-$27.5 
3.0 - — —$$$__ —____—_— 
WES TERS RODGIIIN ..........0000esss00ee00 113.14 112.54 5.3 4.3 96% 774 1.89 2.59 5.49 1.40 57 - 2734 44 3.1 
W.C. (mil.) ‘58—$36.1; ‘59-$34.9 
8 - — — —— — 
WRIGLEY (W.) SR... CO. .....:....... 45.9 49.5 11.3 9.5 -62 74 5.19 5.13 6.30 3.50 927%- 78 83 4.2 
W.C. (mil.) ‘58—$52.3; ‘59-$53.5 
W.C.—Working capital. 1__9 months ended May 30. 
d- Deficit. 29 months ended June 30. 
© *- Based on latest dividend. 3—1st Quarter. 
jany’s 
rowth N.A.—Not available. 45 months ended May 31. 
hocc > a tien ee 
. this National lead: Demand for paint products and metal die castings and Spencer-Kellogg: Record of wide fluctuations in earnings due primarily 
asec potentials in titanium metals, uranium and ore processing plus new to fact that company has no control over prices of its raw materials or 
products enhance the longer term oulook. Al its end-products. While research program is seeking new, improved and 
taxes Outboard Marine: This largest outboard motor manufacturer has ben- up-graded uses for vegetable oils, success of this effort remains to be 
fror efitted by the great expansion in recreational boating in recent years seen. Stock is speculative. C4 
rgest but competition in the field has very recently increased. Any business United Fruit: Downward trend of earnings in recent years reflects various 
nin | recession would naturally affect a luxury product company but prospects difficulties, including windstorm losses, crop disease, inadequate prices. 
¢. A over the nearterm are favorable. BI political and labor difficulties in Central America, and confiscation of 
Rheem Manufacturing: Smaller plumbing and defense business has been sugar lands in Cuba. Company is the leader in bananas and operates 
rock reflected in smaller earnings for the first half and net for the year is a large fleet of steamships. New management is taking steps to combat 
Cait expected to decline over 1959 results. Wide product diversification in- adverse factors. Since passing 50¢ quarterly dividend last August, two 
. are cludes automatic storage water heaters, air-conditioning equipment and payments of 25¢ each have been made recently. Stock still carries con- 
Thi central heating and steel and fibre shipping containers, auto equipment siderable speculative risk. 
Al plus electronic equipment. Cyclical influences makes the stock speculative. Vanadium Corp. of America: Company is an integrated producer of 
rgest c3 vanadium, chromium and other ferro alloys, used primarily to strengthen 
lated Scovill Manufacturing: This leading brass mill operator produces a and add special properties to iron and steel. Also produces uronium 
cai varied line of finished products. The business is cyclical in nature and and has extended operations into silvery pig iron and silicon. Profits 
yield | highly competitive. The management is seeking to reduce costs and depend mainly on volatile alloy stee! industry. Competitive factors 
| increase operating efficiency. Earnirgs are expected to show a decline restricting earning power. Stock lacks stability. C4 
paod: | | from last year’s results. Dividends resumed in the final half of 1959 Western Union: Operates nation-wide telegraph service and, trough 
ike a will probably continue at 25¢ quarterly. C4 connections, cable, radio and telegraph service to all parts of wer'd 
a | Sheaffer (W.A.) Pen.: Despite diversification program, including ac- Outlook improved by growing demand for leased wire and data-proces- 
| quisition of Maico Electronics, main business in still writing instruments, sing services. Building new coast-to-coast radio beam system. Profits 
| which continues to be intensely competitive. Stock carries above- will depend largely on higher rates to offset recent wage increases. B4 
icep- | average risk. C4 ‘ ss ; 
the | : ~ Wrigley (Wm.) Jr.: Largest manufacturer of chewing aum, so'd under 
oped | simmons Co.: Company has maintained its dominant position in the well-known trade brands. Recent increase in prices will go lorgely t> 
rally -dding trade. Emphasis is on quality products and heavy advertising. higher advertising expenditures, to improve company’s competitive o-si- 
‘cep creasing competition in bedding field, as well as non-recurring charges tion. Long-term record of earnings stability, although moderate down- 
for plant relocation, will tend to hold 1960 earnings below last year. B4 trend in recent years. Stock primarily an income issue. A2 
‘ATINGS: A—Best grade. 1—Improved earnings trend. 
B—Good grade. 2—-Sustained earnings trend. 
C—Speculative. 3—Earnings up from the lows. 
D—Unattractive. 4—Lower earnings trend. 
ae i 
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Confidence 


Stock market trends are deter- 
mined primarily by confidence— 
or lack of it—in what lies ahead, 
especially for business activity 
and earnings; also for money 
rates, Government policies, for- 
eign factors, etc. Changes in mar- 
gin requirements have virtually 
nothing to do with it. The record 
shows that they are typically cut 
in declining markets, boosted in 
rising markets. The impact on 
investment-speculative thinking 
of the recent cut may not last 
long. There are sO many more 
important things for stock buy- 
ers and sellers to ponder. 








ror PROFIT ann INCOME 4: 


Demand 


Individuals have unquestion- 
ably sold stocks on balance, with 
the exception of mutual fund 
shares, so far this year. More- 
over, the margin between pur- 
chases and redemptions of mutual 
fund shares has been narrowing. 
It was cut 30% in the 1960 sec- 
ond quarter, with buying on bal- 
ance $278.9 million against $399.4 
million in the first quarter. A 
survey of over a score of larger 
funds, with total assets over $7 
billion, shows that they bought 
only $53 million of stock on bal- 
ance in the second quarter—pur- 


chases $355 million, sales $302 











Piper Aircraft Corp. 
Detroit Edison 


Allied Chemical 
Ploritdes Power Corp. i... sicsecssscscsscsess 
Heyden Newport Chemical 
General Instrument 
Lukens Steel 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


ONS IN I anna ss ccis esses cSccncctecccnscnens 


I 6s oc axis ate oniaiis ka chasentanaanistens 
Westinghouse Electric Corp. ..... 0.00.02... cesses 





1960 1959 

Quar. June 30 $1.31 $1.20 
9 mos. June 30 2.72 2.04 
6 mos, June 30 1.41 1.28 
Quar. July 2 .83 JS 
. Quar. June 30 95 56 
Quar. June 30 .87 .83 
. 6 mos. June 30 64 57 
6 mos, June 30 82 .60 
Quar. May 31 28 14 
3.44 3.22 


Gacksseinsn ised hcadansnsussn bike wansa-atesbidhasaces 24 weeks June 30 
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Cr 
million—while centering buying ey; 
mainly in utilities and other con He 
servative income equities and in me 
creasing holdings of cash ani no! 
Government securities by 11% Aj 
It foots up to markedly reduce 
individual and institutional de | ™ 
mand for the general run 0 | 
stocks in the cyclical-speculative we 
growth and blue chip categories re 


Defensive Securities re 


For placement of funds here lat 
our first choice is savings bank )Ca 
deposits or Treasury obligations ~ 1a 
Next come selected income stock: In 
—avoiding premium-priced issue Ce 
—mainly in such groups as utili )g0 
ties, foods, finance companies, } 
soft drinks and tobaccos. Some 
retail stocks with good profit-div- 
idend prospects merit considera: 
tion. So do casualty-fire insurance} 
stocks, since previously retarded | 
earnings are now in a cycle of 
betterment, dividends are secure 7 
and some boosts probably are 
ahead. Bank stocks have moved 
down materially from earlier’ 
1960 highs, reflecting easing 
money rates and anticipation of 
reduced loan demand ahead. They 
may be largely adjusted, but we 
would prefer more evidence of 
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stabilization even though longer- 
range prospects are favorable. 


inside the Market 
At this writing, behavior of 


the stock groups is less mixed 
than usual. Even utilities, regard- 
less © superior prospects, have 
had 2 sizable technical reaction, 


follow ng the persistent prior 
rise sce early March. The best- 
acting groups now include bak- 
ing, { cance and small loan com- 


panic office equipment, oils 
(perh ps largely sold out), de- 
partn nt stores and_tobaccos. 
/Amo:° groups currently weaker 
than .e market are aircraft, air 
Flines, automobiles, building ma- 
teria! , chemicals, electrical equip- 


ment and appliances, machinery, 


motic pictures, paper, steel and 
suga: 
Supp »'t 

Th number of exceptionally 
stron. stocks has dwindled sharp- 
ly sire early June. However, the 
follo.. ng issues reflect relatively 
good arrent demand and no sig- 
nific selling pressure: Benefi- 
cial | inance, American Natural 
Gas, American News, Atlantic 
City “lectric, Baltimore Gas & 


‘Electric, Borden, Corn Products, 


Crowell-Collier, De Vilbiss, Gen- 
eral Cigar, Gimbel, Illinois Power, 
Hercules Powder, May Depart- 
ment Stores, Quaker Oats, Rey- 


inolds Tobacco, Shattuck, United 
Aircraft and Walgreen. 


Weak 


Here is a partial list of the 
weak stocks which show no cur- 
rent evidence of completed down- 
trends: Aluminum Company, 
American Brake Shoe, Caterpil- 
lar Tractor, Chrysler, Continental 
Can, Container Corp., Dow Chem- 


ical, Eaton Mfg., General Tire, 


International Paper, Lone Star 


| issues Cement, Maytag, Masonite, Mont- 
s util. gomery Ward, National Acme, 


panies, § 


Some 


fit-div-” 
sidera: | 


urance 
tarded 
ycle of 
secure 
ly are 
moved 


earlier” 
easing” 
tion of. 
1. They® 
but we- 
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Nationu! Gypsum, Reynolds Met- 
als, Timken Roller Bearing, Unit- 
ed Fruit and Vanadium. 


Switch 


Things are getting no better 
for Chrysler Corp. It now has 
problems in management, as well 
as in competition, margins, sales 
and earnings. With second-quar- 
ter sales down 1.8% from a year 
ago, earnings were cut about 70% 
to $1.44 a share, against $4.90. 
In the same period, American 
Motors had record sales and earn- 
ings, the former up 16.6% from 
a year ago, the latter 6.6% to 
$0.96 a share for the only profit 
gain in the industry, in which it 
has the advantage of specializa- 
tion in compact cars. There was 
some question how the company 
might fare in this field when the 
“Big Three” entered it last au- 
tumn. It seems to have been an- 
swered more than satisfactorily 
by the evidence to date. Pre-tax 
net will reach a new peak this 
year. Fully taxable now, earnings 
for the fiscal year through Sep- 
tember 30 may be $3.10 to $3.20 
a share, against the prior year’s 
$3.39, the latter with aid of the 
last of the company’s earlier tax- 
loss credits. Around 2214, off 
from 1959 high of 3214, the stock 
is priced around 7 times earnings 
and yields 4.4% on a $1.00 divi- 
dend rate which might in time 
be raised. Of course, a conserva- 
tive shift out of Chrysler in the 
present market would be _ into 
cash or Government obligations 
or to one of the many good-grade 
income stocks the list offers. For 
retention of a speculative position 
in the auto industry, however, 
American Motors merits consid- 
eration. 

Sound Value 


In utilities our preference con- 
tinues to be for selected “in-be- 
tween” issues for new buying, 


















Sa. SREP RI ER ere Ren eee rete 
Libbey-Owens-Ford Glass .........ccccccccccscessseeseeee 
New York Air Brake Co. .......... 0.00 cscssssssenees 
PIN iach rer ea eer cous emccsunntsoess 
Studebaker-Packard Corp. 0.00.0... ccc. ccssseseneees 
Notional Sugar Refining 
North American Aviation .................ccscesee 
Delaware & Hudson Co. ............0.0scscssssessees 
Se:gamo Electric 


POSER NINE MODIS coccossssssinninsesisisviis.ssvasnsci 


AUGUST 


13, 


1960 


DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1960 1959 
Quar. June 30 $ .05 $1.31 
6 mos. June 30 2.43 3.16 
6 mos. June 30 1.11 1.59 
Quar, June 30 56 65 
Quar. June 30 .08 .67 
6 mos. June 30 47 1.51 
Quar. June 30 .60 1.07 
6 mos. June 30 62 1.27 
Quar. June 30 29 43 
24 weeks June 19 51 2.64 





not for premium-priced growth 
stocks yielding 3% or less or, at 
the other end of the scale, for 
relatively static profit-dividend 
situations. Among the suitable 
“in-between” stocks is Puget 
Sound Power & Light. This is a 
hydroelectric utility operating in 
the western area of the state of 
Washington. Earnings, more than 
doubled in seven years through 
1959, are in a gradual growth 
trend. Dividends, recently boosted 
to a $1.56 rate, from $1.44, have 
risen for eight consecutive years 
since 1952, almost tripling over 
the period. Allowing on the one 
hand for reduced credits for in- 
terest during construction, but 
for higher rates on the other 
hand, 1960 net may differ little 
from 1959’s record $2.11 a share. 
But renewed subsequent growth 
is indicated. Otherwise, there 
would not have been another in- 
crease in dividends. Now around 
36, yielding over 4.3%, the stock 
is a sound value. 


MGM 


Metro - Goldwyn - Mayer (for- 
merly Loew’s, Inc.) produces and 
distributes motion pictures, owns 
some foreign theatres, is in the 
phonograph record and music 
publishing fields, makes special 
films for television and derives 
important income from leasing 
pre-1948 feature pictures for tele- 
vision showing. Aided by better 
control of costs and returns on 
the hit picture “Ben Hur’, profit 
for the year ending August 31 is 
expected to exceed $3.75 a share, 
up from the prior year’s $2.91, 
and it is likely to rise further in 
the coming year. An increase in 
the $1.20 dividend rate probably 
will be voted in a matter of 
weeks. While speculative, the 
stock appears moderately priced 
at 33 (or probably less than 9 
times earnings) in a 1959-1960 
range of 37-24%. Aside from 
present profits, the company has 
a highly valuable asset, for con- 
version into future earnings in 
the TV field, in a big library of 
post-1948 feature pictures. There 
is no hurry about releases, for 
the value figures will rise; but 
they probably will begin to re- 
lease them soon, since the ques- 
tion of a “cut” for actors and 
writers has been settled in the 
negative and Warner Bros. has 
already broken the ice by mov- 
ing to release some post-1948 pic- 
tures to television. END 
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Business ——— THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY ° = 
———— 7 
ad Industrial Production 160 
Trend FRB INDEX 1947-1949-100) 150 
fgep 140 
Forecaster “1390- in 
| 120 120 
INTERESTING TO | a 
NOTE — Sharp di- 00 
vergence between | jm THE TREND FORECAS ‘ 
industrial output | 
and underlying busi- SS en ee ee Se! ee 80 
ness trends in early | 46 — RELATIVE STRENGTH 3 ! 
1960, denoting heavy | 3 +4 
accumulation of in- SS a SN we 22: se 
ventories. | 0 
| 4 
| tist tart se Ds js? $1958 9 ~«1989 
* Latest figures are preliminary. — 
, W ith the many revolutionary changes in our economy, This we have done in our Trend Forecaster (deve! oped 
it was evident that various indicators previously used should — gyer a period of several years), which employs those indicaton 
be dropped and new ones substituted, in order to more accu- (see Components of Trend Forecaster) that we have found to 
ratelv forecast developing business trends. most accurately project the business outlook. 
As can be seen from the chart, industrial activity in ‘tself 
COMPONENTS OF TREND FORECASTERt | is not a true gauge of the business outlook — the right arswer 
ae — - can only be found when balanced against the state of ou 
New Incorporations (») economy. The Trend Forecaster line does just that. When it 
— changes direction up or down a corresponding change in ou 
| 4 157 economy may be expected several months later. 
ae The depth or height of the developing trend is clearly pre 
143 io A ~~ sented in our Relative Strength Measurement line, which re 
‘Stock Prices “ha oe flects the rate of expansion or contraction in the making. When 
(MWS Index) wee. 439 particularly favorable indications cause a rise that exceed: 
; “1925 Close-100) plus 3 for a period of time, a strong advance in general busi-, 
394 + ness is to be expected. On the other hand, penetration o!' 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 
We believe that subscribers will find our Business Treni 
Wma Forecaster of increasing usefulness both from the investmen' 
13.5 | A 14.2 and business stand points. 
| Raw Industrial . ° 
| | ‘semmedity Prices — Current Indications of the Forecaster 
| | (1947. “ <¢ g Some of the individual components of the Trend 
887 nd, co me NN Ne 7 Forecaster had sharp swings in the most recent 
pe | month for which figures are available but the 
38 | NAO es | changes virtually counterbalanced each other ané 
, | Business Failures —Liabilities(4) | Average Hours had little effect on the overall index. Liabilities 0: 
‘Millions of Dollars Worked business failures had the most spectacular move, 
a oe jumping to $126.5 million, their highest level in 28) 
sa. | fa BS years and this made for a sharp drop in the inverte 
‘ete Swe a ™~ figures. New incorporations on the other hand, did | 
152, er 74 much better in June although the gain may have! 
i ee, ee , been due to random factors. In all, six of the im 
| ini a | dicators were lower in the latest month and only 
| using Starts 1126.5 | 1] two, non-residential construction contract award 
on and new incorporations, were higher. 
ontracts (a) ° : at 
| BILLIONS OF DOLLARS The Relative Strength Measure remained at the 
152 minus 1.8 level in June. Although unchanged from 
| Cee tip phn a a rit 1] the previous month, it has not been lower than thi 
NDJFEMAMJJASONDJEMAMJ JAS{) Since last year’s steel strike period. At its curren! 
| c ee 1960 ‘| point the Measure is forecasting a moderately lowe! 
oe —— =i level of business in the months ahead. However, ! 
(th Goenaly ptteret aout aut ont wemmette getas. further drop in the indicators would raise the }os 
(b)—Computed from Dun & Bradstreet data. sibility that a recession was in the making. ’ 
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M.W.S. Index (1935-1939-100) 
340 aes (cies “s = 
| | | 
w/ CONCLUSIONS IN BRIEF | 330 ak Lcdiedtinnd 
150 \| | | | | 
10 |’ PRODUCTION — Output of autos, steel, other durables, | 320 ote eset | | 
130 | being «vt sharply this Summer in attempt to reduce ris- | “Toh | | 
19 | ing tide of inventories. This move may cut stockpiles | ~ {Ns | 
no | tempor rily but the concomitant drop in personal income 310 | AL = 
“ could « fect demand adversely. | Y ¥ Al | 23 | werxs 
90 | a ae 4 ee 
go || TRADE - Consumer outlays for major appliances, other | fh | 1] Fe 
high-pr ced hard goods and home furnishings are de- | [| %| o", «J / | 
% | dining, but nondurables are still moving well. Overall = 7°74 per ts 
2 || volume not much above year ago. Look for no more than Ho | | ae | | me | @ YEAR 
| a seasonal pickup in retail spending into the Fall. rae See 7710 aL | _ 
, MONE* & CREDIT — Bond market strengthened by Treas- | 270! ¥ barr ov’) | | Vi] 
ury employment of budget surplus to reduce Federal | | ae be) y T 7 
~——=t debt. Lower money rates, however, are inducing an in- ie ’ | 
crease. outflow of gold, and this is a potent barrier || 260 se +4 
opel against a sharp further easing in monetary policy. | ¥ | 
raton ill 2 
id 
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COMMODITIES — Over-capacity in certain fields exerting Pesan - 


tseli_ selective price pressure on the affected commodities. 
vswet_ General wholesale price level has a slight downward tilt 




































































































































































a. but no broad drop in prices is in sight. 
m our 
y Prela NDUSTRIAL activity is being kept at half-throt- 
Whes tle this mid-Summer in the hope that business 
coed! MONEY AND BANK CREDIT will emerge from the slow-down, refreshed and full 
busi-, (All Commercial Banks) of pep, but many economists are convinced that 
== auon something a good deal more effective than a vacation 
107 7] pp is needed to restore the economy to vigorous health. 
~_— | TOTAL LOANS & INVESTMENTS ' In recent months ther e has been increasing \ eak- 
Scole left ness in some of the key indicators of underlying 
199 + business conditions. These disquieting developments 
WL H| include a steady decline in the number of hours 
‘rend TN. guion 1 worked, rising unemployment, falling output, con- 
scent || 180-7 THE ACTIVE MONEY SUPPLY* 150 sumel reluctance to buy big ticket dui able goods, 
the | (seasonally adiusted) price shading for competitive commodities, a con- 
and | Scale right tinued, and in some cases involuntary, rise in inven- 
as of || 170-4 140 tories, and—perhaps most important—a_ sizeable 
nove, 4 a drop in the level of new orders. 
in 28% | TOTAL LOANS rau In the latter category, manufacturers’ incoming 
orted f] "0 > scale left 130 orders for durable goods have been receding for a 
, did § Pa full year and—at $14.2 billion in June—are almost 
have! ra $2 billion under the 1959 peak. They are also cur- 
e in-+ || '00- rently running $700 million below shipments, which 
only a> a means that order backlogs have fallen further and 
yards 1 are now at their lowest level in 18 months. With 
| INVESTMENT IN U.S. GOVERNMENTS 75 these backlogs representing less than three months 
t the’ Scale right ‘ of output for business as a whole and a much smaller 
from Pana - proportion for many individual industries, manu- 
_ this — facturers can no longer rely on their order books to 
rrent S carry them through periods of slack incoming orders 
owe! ONDJFMANMJIJEEO Nw 55 and must choose between a further rise in inven- 
er, 3 wth NDJF 4 MJJ i tories or a sharp cut in output. 
pos: — Corporate earnings have not been immune from 
5 Yemand deposits of all banks plus currency outside the bank« 
— (Please turn to the following page) 
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| Latest Previous Year 
THE MONTHLY TREND Unit Month Month Month Ago —F 
the imbalance in the business sity. 7 
INDUSTRIAL PRODUCTION* (FRB) ........ 1947-'9-100 | June 166 167 168 ation and this has resulted in uf 
Durable Goods WAGF.........scrccssescesscossooses 1947-'9-100 | June 172 174 179 almost universal drop in »rof 5 
Nondurable Goods Mfr. .... 1947-'9-100 | June 162 161 156 margins in the second quarter, ; ; 
Bree Rocce tea catne coker 1947-'9-100 | June 127 127 129 development that is discussed nor ? 
" - j _ una 19.9 fully in the article “What Se 7 
TTT $ Billions une ond Quester Warnings Scout 
RCRD GON na scsescessscossesecssensseccess $ Billions June 6.1 6.1 6.2 Reveal,” appearing in this ssw j 
Nondurable Goods ..........:::scsscesseseesees $ Billions June 12.6 12.5 12.0 One of the prime factors i th 
Dep’t Store Sales 1947-’9-100 | June 146 141 144 decline in profits per dollar of sale 
MANUSACTURERS’ | has been excess capacity, \ hid 
New Orders—Total* ...cciscsnne see $ Billions | June 30.1 305 314 | has fanned competition and pre 
BI OINE iciscscninsseccces aenccaesncs $ Billions June 14.2 14.7 16.1 vented ging we “7 —y, 
Nondurable Goods ...........:csse0cse+000+ $ Billions June 15.9 15.8 15.3 prices to meet 1g er costs. Thi is 
: a phenomenon, which is charz ter. 
NII sicdisiixccessessavciencdenatecictinanens $ Billions June 30.8 31.0 31.2 rie ; 4 f 
I ONIN Sid scciassansxnascarccsssasecns $ Billions June 14.9 15.1 15.8 istic of the late stages of a JUS! 
Nondurable Goods ..........::scceese+ $ Billions June 15.9 15.9 15.5 ness boom, is apt to discot rag 
outlays for expansion, and it ma 
BUSINESS INVENTORIES, END. MO.* .. |$ Billions | June 93.4 93.2 89.3 | be noted that capital appro dri: 
PIII sccsccsscatsarrircmnitsernernciin $ Billions June 55.2 55.0 52.4 tions for this purpose are ali cad 
| RT: $ Billions | June 13.0 13.1 12.4 | beginning to weaken. 
| ERE oneencinnre meer $ Billions June 25.3 25.2 24.8 The catalog of business tro ible? 
Diept. Store SIOCKS..ces.cesscsescsesssssssossoee 1947-'9-100 | May 161 159 152 has been a long one, but it is onhi 
fair to point out that the ‘COM 
CONSTRUCTION TOTAL—t ........cccecse $ Billions | June 534 539 565 | omy also contains some are: s ( 
RINE Saceruckccakaahiicisnnksbandsnccnncsansaneneineanens $ Billions June 38.0 38.1 39.4 strength, although they appal nthe 
I ax iicksccintnanstenrassiancnceusinaa $ Billions June 21.1 21.0 22.3 fall short of counterbalancin’ th, 
II iss siscaychnsansscsaceacexseinspaaen $ Billions June 16.9 17.1 17.1 weaknesses. The strongest sectom 
Housing Starts*—a .........ccsccecseeseseeees Thousands | June 1334 1336 1577 in the next twelve months s!ioul® 
Contract Awards, Residential—b ....... $ Millions June 1483 1453 1762 be demand from governm: nt- 
RE Re iacicnccasnicakectensincanscencisaseont $ Millions June 1989 1884 1897 Federal, state and local—which i 
scheduled for a $7 billion increas 
saenarpengend _= in the year ahead, based on leg” 
Total Civilian a oer June 68.6 67.2 67.3 islation that has already bel 
INN coo cccnterschanscciciacacuaceaxcaarnends wena June 53.3 53.3 52.4 passed. This figure could b 
IE iiss cssisiecsicctassscccescaeases | Millions June 8.4 8.4 8.1 boosted substantially by Congres 
I ois chispaaccind ikonkschses carenfasususn niece’ | Millions June 11.7 11.7 11.4 sional action when it reconvene 
INUIT ci cant ecedaxisiaracsaniacensenneastaxenecs Millions June 12.4 12.5 12.6 this month with both parties ou’ 
CE I a ncsnscenccnscsancsnionens Hours June 40.0 39.9 40.7 to garner yokes by pushing healt 
Hourly Ecrrnings ........sccccsssscesseee | Dollars June 2.29 2.29 2.24 benefits, aid for school constru 
Wealily Gerrrinngs ....0cccscscsssessseceses | Dollars June 91.60 91.37 91.17 tion and public works of variou 
PERSONAL INCOME® o.oo... occcccccsssssseee $ Billions | June 406 405 387 kinds. Consumer outlays for nor) 
Wages & Salaries ........ $ Billions | June 274 274 262 durables and services have cot 
Proprietors’ Incomes .... $ Billions June 61 61 59 tinued to trend upward and houy 
Interest & Dividends .... $ Billions | June 40 40 37 ing, which is being stimulated by 
Transfer Payments .........scscsscsseseeseees $ Billions June 28 28 27 Government moves, may Improv 
PON III onic sacsasnesatnsnannancesnszonnns $ Billions June 17 16 16 moderately this Fall. The east 
of money rates should also be 
CONSUMER PRICES oo.......cccccccccsccccccssssnn 1947-’9-100 | June 1265 1263 1245 some benefit to the economy as ! 
| TE 1947-'9-100 | June 1203 1197 1189 | whole, although its effects am 
ee 1947-'9-100 | June 108.9 1089 1073 | Slow and uncertain. Weighing thy 
EEE anne. 1947-'9-100 | June 131.3 131.2 118.9 strength of expanding and recei 
ing forces, it appears that we wi 
MONEY & CREDIT witness a tug of war between tli 
All Demand Deposits® ...............:.:00000 $ Billions June 110.1 109.4 112.6 two in the months ahead, alth ug : 
Ie NNR ask ss sas visscxesencccacinienats $ Billions June 97.9 98.0 93.0 the factors of contraction appedl 
Business Loans Outstanding—c .......... $ Billions June 32.6 32.1 29.4 to have the greater dynamism. 
Instalment Credit Extended* ............. $ Billions June 4.2 4.2 4.0 aa . “eo ty 
Instalment Credit Repaid* ................. $ Billions June 3.9 3.9 3.5 . Meanw hile, businessmen - tr ; 
ing to reduce inventories by — 
FEDERAL GOVERNMENT greater than normal slowdown | 
Buclget Receipts ....cscsssssccsoccccccssesceseee $ Billions | June WA 6.6 10.2 output this Summer, in the suit 
Budget Expenditures ...............ccccseee $ Billions June 6.9 6.1 8.6 of vacation shutdowns, temporal x 
Defense Expenditures ..... ... | $ Billions June 4.0 3.8 45 layoffs and by ending model ru! f 
Surplus (Def) cum from 7/1 ............... $ Billions June 1.1 (3.1) (12.4) at an earlier date. Although Sto“ 
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noe : QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
S situ: x In Billions of Dollars—Seasonally Adjusted, at Annual Rates : 
n at —____—_—| piles may be reduced by this proc- 
srofi 1960—— 1959 ess, personal income and other 
rtey. om SERIES Quarter Quarter Quarter — cash flows are also cut, increasing 
d non —— : 7 the danger that the economy as a 
t See | | GROS NATIONAL PRODUCT ............0..0 505.0 501.3 486.4 487.9 whole will be adversely affected 
 ¢ ort £ Per ral C pti ce ecccccecccccoesccsocceces 328.5 323.3 319.6 313.6 and that the seasonal pickup this 
é Priv--te Domestic Invest. ................sssseeee 75.5 79.3 70.8 78.9 Autumn may fall short of expec- 
SSE Net <ports 2.5 1.2 — 0.4 - 2.2 eee i 
in th Go. rnment Purchases : 98.5 97.5 96.4 97.7 tations. 
f sale 7" ohne .| 51.6 51.8 52.5 53.7 + oe # 
. SB I eiiccnssssvcccacscassescsscoscsonsinte | . 45.7 43.9 44.0 r 
hid I an csincsesecceen | 46.8 GROSS NATIONAL PRODUCT — The 
Cl Pred | PERS( “AL INCOME... ssscsesssssssesrssees | — — or me rise in the nation’s output of 
re ising Tax © Nontax Payments .. vee | 49. 49. . , ) and services slowed con- 
Thi Dis -nsable Income ..esceesncen | 354.3 347.0 342.4 338.3 ed ds bly in th alr auaeen alt 
- “= Co, .umption Expenditures ..............0++ 328.5 323.3 319.6 313.6 S1 era y in e sec q 
ra cter. Perscncll Saving—dl ..x.sccccscsscrsssvsceresessses 25.8 23.7 22.8 24.8 this year. The gain from the pre- 
1 Us}: | rious ( ; was only $3.7 
USD | CORP RATE PRE-TAX PROFITS oo... | 48.8 448 517 | Vious three months was only $3 
~ i Co:. orette TEMOS cscserrssceesseseeseee hit, 23.8 22.1 25.5 | billion and was mostly due to high- 
it maj Co orate Net Profit | 25.0 22.7 26.2 er prices. After adjustment for 
ro Iie Div: Jend PeryMents ........000-.c.0ccccessessesseee | 13.9 13.9 13.8 13.2 price changes the rise came to an 
hh 2ad4 Revined Bernings .........c.c.rccccrcscssessesnees | 11.1 8.9 12.9 insignificant $200 million. 

_ | PLAN” & EQUIPMENT OUTLAYS ............... | 37.0 35.2 33.6 32.5 The strongest areas in the most 
‘olblee | recent period were consumer ex- 
is onhe THE WEEKLY TREND penditures, which were $5.2 bil- 
| con as ms , ——| lion higher and outlays for pro- 
e:s of | be — — pod ducers’ durable equipment, with a 
arent | — ——___ aed oe ese = 9°/ $2.1 billion gain. The big cut in 
n MWS usiness Activity Index*.... | 1935-’9-100 July 23 305.1 304.9 285.8 activity came in inventory ac- 

s “a nh gl rere beige # taane ped - yo oe = cumulation, down to a $6 billion 
ee! Production % CAP, ........0+ of Capality : , : . ase anal 

S: Auto and Truck Production ........ Thousands July 30 | = 132 140 146 annual rate from the pr ev 10US 
ne nt-§ | Paperboard Production .............. Thousand Tons July 23. | 310 248 313 period’s near-record $11.4 billion 
hich i | Pope-board New Orders ......... Thousand Tons | July 23 | 316 273 281 level. Businessmen are planning 
: Electric Power Output* ... | 1947-'49-100 July 23 269.2 271.2 2516 further reducti ; in th - f 

1C)' eas a eductions in the rate o 

| | Freight Carloadings .......... Thousand Cars July 23 620 607 536 +1: Z ce age . 
on leg > | Engineerings Constr. Awards ..... $ Millions July 28 366 520 332 stockpiling and this means addi- 
- eel: | Department Store Sales ............. 1947-'9-100 July 23 | 121 119 117 tional pressure on the economy in 
ld Demand Deposits—c $ Billions July 20 | 59.3 58.4 62.0 the months ahead. 
yneres Business Failures—s Number July 21 | 259 258 245 
nvene q *Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
ies ov! disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
h centers. (na)—Not available. (r)—Revised. (s)—Data from Dun _ Bradstreet. (t)—Seasonally adjusted, annual rate. Other Sources: Federal 
in Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
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yariou THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
r ; | — —~ ae eee . _ 
e CoM No. of 1960 1960 1960 | (Nov. 14, 1936 Cl.—100) High Low July 22. July 29 
1 hous Issues (1925 Cl.—100) High Low July 22 July 29 | High Priced Stocks .........ccccee0ee 299.9 271.9 2750 277.9 
t 1 h Composite Average 482.5 429.5 430.8 434.9 | Low Priced Stocks ............:ss100 F 556.9 556.9 562.1 
LEC — — —— 
nprov 4 Agricultural Implements ....... 424.3 346.4 398.4 398.4 BD Be I: ceisicsecvescsssncncesess : 810.8 861.5 912.2 
asin 3 Air Cond, (‘53 Cl.—100) ...... 130.1 110.9 110.9 113.5 4 Investment Trusts F 145.0 145.0 145.0 
eas 1 9 Aircraft (‘27 Cl.—100) ......... 1116.1 861.9 1005.6 994.5 3 Liquor (’27 Cl.—100) ............ 1534.5 1128.3 1128.3 1158.4 
) be (| 7 Airlines ('27 Cl.—100) .......... 1044.6 769.7 769.7 802.7 7 Machinery 423.9 423.9 429.1 
y as & 4 Aluminum (‘53 Cl.—100) ..... 521.3 385.8 391.0 385.8L 3 Mail Order 386.9 396.0 391.5 
ts am | 54 i aaldiaisiniineiinien 273.0 209.3 263.9 266.2 | 4 Meat Packing 223.9 223.9 229.4 
- thee 5 Automobile Accessories ........ 531.1 438.9 438.9 444.4 4 Mtl. Fabr. (‘53 Cl.—100) ...... 208.6 152.5 154.5 152.5L 
ng , © PE caiicetccicscscsscinseesns 157.0 101.6 101.6 104.7 9 Metals, Miscellaneous ........... 399.1 320.8 328.2 332.0 
rece ‘ 3 Baking (‘26 Cl.—100) .......... 39.1 34.9 35.2 35.6 Be D cistarineissesasnctonaarviens A 918.3 918.3 943.8 
ve WIE 4 Business Machines ................ 1422.6 1172.3 1277.7 1304.0 16 Petroleum 609.0 609.0 624.1 
1e] thi 6 Chemicals .................. .. 809.6 689.4 721.4 753.5 16 Public Utilities ..........00...00... 383.1 341.6 379.6 376.2 
thou & 4 Coal Mining .......... rere 36.0 28.6 28.6 28.6 6 Railroad Equipment .............. 99.8 85.8 86.8 86.8 
; 4 Communications .... — eee 209.1 209.1 213.7 Br I saiiisiciscnsescinsicsunscasins 70.1 56.6 56.6 56.6 
ap pee 9 Construction .......... -» 169.2 153.7 153.7 153.7 Be Se I sissccesesisociansassncssvence 850.1 690.3 813.8 821.1 
lism. 5 Container ........... .. 1064.7 897.7 939.4 A. FOU Be Oe BD wv ccnctniccctcincsiccnssons 464.9 362.6 367.3 371.9 
re tr’ 5 Copper Mining ...... .. 337.7 298.4 308.2 318.1 ON oii scott vsecceensehinincinctienionens 100.9 63.0 71.3 69.5 
re si 2 airy Products ......... ws. 185.4 146.8 179.2 179.2 IIIT axcinconchccenonniaspisecdonsieucs 655.9 563.1 563.1 563.1 
by 5 ‘epartment Stores ................ 156.7 135.2 151.0 151.0 11 TV & Electron. ('27—100) .... 119.4 96.6 105.2 108.5 
own I 5 brugs-Eth. (‘53 Cl.—100) ..... “74.7 386.8 430.7 426.3 BF PIE ahs ianccancccnscesssdnnossccsssase d 187.7 187.7 189.9 
> gruis t 5 Elect. Eqp. (‘53 Cl.—100) ..... 384.7 329.2 329.2 340.3 3 Tires & Rubber ... 191.3 191.3 193.9 
ora : 3 Finance Companies ............... 709.0 648.8 702.3 709.0H SF TOD ..cccccecsseses : 182.5 203.1 201.3 
p 5 food Brands ................ » 481.4 419.3 472.9 472.9 3 Variety Stores 352.9 374.8 374.8 
a] ru Me FI IIE cc sssictnacsorsucacnnsconse 270.8 247.6 247.6 250.2 14 Unclassif’d (’49 Cl—100) ..... 295.1 250.3 258.2 258.2 





- stoce aon 
} H—New High for 1960. L—New Low for 1960. 
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Trend of Commodities 





SPOT MARKETS—Sensitive commodities were irregularly lower 
in the two weeks ending July 29 and the BLS daily index of 
22 such commodities gave up the gains of the preceding 
fortnight to close at 85.2. Industrial raw materials were 
lower, although metals showed strength, with copper scrap, 
steel scrap and tin all working higher. Other industrial ma- 
terials gave ground with cotton, hides, print cloth, rubber 
and wool tops posting minus signs, 

Among the rank and file of commodities, meanwhile, some 
goods have been under severe competitive pressure but the 
bulk of manufactured products have remained stable. Farm 
products declined in the two weeks ending July 26, with 
seasonal factors mainly responsible for the drop. 


FUTURES MARKETS—Futures prices were mixed in the two 
weeks ending July 29, although declines predominated. Lower 
levels were reached by wheat, corn, soybeans, wool, ¢coa, 
hides and rubber while improvement was noted for ard, 
cotton, sugar, coffee and copper. 

Wheat futures have been under heavy harvesting pressure 
in the period under review but declines have neverth«less 
been moderate, The December option, for instance lost one 
cent to close at 190 after reaching a low for the seascn of 
189',. The winter wheat harvest has now passed its >eak 
and bread grain quotations could begin to respond to such 
favorable influences as improved export demand, deteri:-rat- 
ing prospects for this year’s European wheat crop anc do- 
mestic political moves to win votes by bolstering farm pr ices, 
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— 
BLS PRICE INDEXES Latest 2 Weeks 1 Yr. Dec. 6 BLS INDEX 22 BASIC COMMODITIES | 
1947-1949—100 Date Date Ago Ago 1941 93 3 | 
All Commodities  ..........:200+ July 26 119.4 119.6 119.5 60.2 91 -(1947-1949—100) 9 
Farm Products... | July 26 88.0 888 88.4 51.0 
Non-Farm Products ...... July 26 128.3 128.3 128.4 67.0 | 89 89 
22 Sensitive Commodities ..| July 29 85.2 86.0 86.2 53.0 | 
DRGGOE siscrscseataucens | July 29 78.3 79.0 78.3 46.5 | 87 87 | 
13 Raw Ind‘l. Materials . July 29 90.2 91.0 92.0 58.3 
BUNNIES: ecisceszosessasscentern July 29 94.9 93.6 94.5 54.6 | 85 85 
7 | ae ee July 29 78.9 80.0 79.9 56.3 | 
| 83 83 
MWS RAW MATERIALS SPOT PRICE INDEX 
MWS SPOT PRICE INDEX | 165 =o 65 
14 RAW MATERIALS 160 
1923-1925 AVERAGE—100 | 160 | 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 | 155 155 
| 
1960 1959 1953 1951 1941 150 150 
High of Year .... 160.0 161.4 162.2 215.4 85.7 
Low of Year .... 157.0 1521 1479 1764 743 145 149 | 
Close of Year ... 158.3 152.1 180.8 83.5 DOW JONES FUTURES INDEX | 
16 160 
DOW-JONES FUTURES INDEX 155 
12 COMMODITIES 
AVERAGE 1924-1926—100 150 
1960 1959 1953 1951 1941 
High of Year .... 148.7 1527 1668 215.4 84.6 JAN. ‘FEB. MAR. APR MAY JUNE 
Low of Year ...... 143.7 144.2 1538 1748 55.5 : 
Close of Year .... 147.8 166.5 189.4 84.1 a — a 
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A Realistic Reappraisal Of The | 








This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 





e two The offer is made only by the Prospectus. 
Lower Construction Industry 
C0C0a, a 
ard, —Looking To 1961 $40,000,000 
essurcaa-—— . 
eles | (Continued from page 583) Seaboard Finance Company 
sen of sage 
eg plumbingware and cement seg- VU, Sink; 
eat ene 2 the teenies. 514%4% Sinking Fund Debentures Due 1980 
: ps Overcapacity May Not Be | 
prices, Permanent | 


Price 100% 
— No «range in the situation just and accrued interest 
~ } deseriied is likely to occur early | 
enoug’. to affect the current in- | 
—.» | vestmont picture. In the longer | 
range. 1owever, the time may be | 
bed appro;«hing when demand for | 


Copies of the Prospectus may be obtained in any State only from such of the several Under- 
writers, including the undersigned, as may lawfully offer the securities in such State. 


housi: » will increase at a more | 
‘apid vate than capacity. Experts | . 
it pc ulation Pea Sonnet a Lehman Brothers Blyth & Co., Inc. 


Eastman Dillon, Union Securities & Co. Glore, Forgan & Co. 











As a contributing factor the 
number of homes becoming unin- 
habitable because of fire, flood 








partic larly rapid rate of growth 
nm in the forthcoming decade. Spe- | 
cifical'y, the number of women | Goldman, Sachs €*’Co. Harriman Ripley &?Co. Lazard Fréres €¥ Co. 
b reaching the age bracket of 20 to | Incorporated ; 
24, when most marriages take Carl M. Loeb, Rhoades€*Co. Merrill Lynch, Pierce, Fenner & Smith 
lace, will increase by a full 50% , wreaseonarch ’ 
| a. ; 1960 and 1970 fea | Smith, Barney & Co. Stone & Webster Securities Corporation 
| r Aes | Incorporated 
ee: Sete So See Ss See whine, Well Sf Co. Dean Witter & Co. 
| course this guarantees a steep 
x rise in family formations. July 27, 1960. 











capture of heavy tax payments 















































a or simple obsolescence is gradu- : 
ally expanding above the 400,000 for previous a - 
93 mark annually, creating by itself More specifically, the dispute ‘ P ; 
an important source of new de- WaS over the stage of manufac- Public Service Electric 
91 | mand for housing. Any aggres- ture at which the value of lime- and Gas Company 
sive upsurge in residential con- Stone resources should be com- lair 
89] struction arising from either of  Puted for tax purposes. The ih 
these factors would have a buoy- Cement companies favored fin- 
87 | ant effect upon the price struc- ished product value, giving a 
| ture for essential raw materials, higher depletion, while the Treas- 
85 | (as capacity is not being materi- UY insisted upon extracted raw QUARTERLY DIVIDENDS 
| ally increased at the moment. material value. A 1957 decision, The Board of Directors has de- 
83 ' in the Dragon Cement case, clared the following dividends 
Kiln Stage Depletion Hurts seemed to favor the companies’ for the quarter ending Septem- 
165 Cement Makers— Among the View, but the Treasury refused ber 30, 1960: ie 
_ several components of the build- make refunds for previous — ee 
160 | ing industry the cement makers Years on this basis and pressed Cumulative Preferred 
) face particularly difficult prob- for a new law incorporating its 4.08% Series . . . . $1.02 
155 | lems. Among the most important °W? position. This has just been re ona oa “ate 
_ 4 of these are the rising foreign accomplished. 5.05% Series . |. . 1.2625 
150 imports, price eutting induced And now the Supreme Court, $1.40 Dividend 
| both by imports and domestic in the Cannelton case, has seemed Preference Common . — .35 
145 overproduction, and the recent to reverse itself. The new method OS ke ss ess ” 
| legisiation which settles the dis- | would reduce Medusa’s earnings All dividends are payable on 
160] pute’ provisions of the tax code for the twelve months period a ye ia a - so = 
at the kiln stage rather than on ended June 30, 1960, 12% to eS 
455] the basis of the value of the fin- $2.18 a share from the $2.48 re- ; J. invinc Kinat 
ished product. The latter, going ported, or might cost Lone Star Secretary 
150) into effect as of January 1, makes $10,980,000 ($1.41 a share) in 
high r taxes next year inevitable. retroactive taxes, to cite two | N PUBLIC SERVICE 
In addition, the recent Supreme cases only. | feetenaaee as TE EAGT 
Court decision in the Cannelton On the more constructive side, | 
wi Sew:r Pipe case threatens the re- the price structure for cement | 
rarer AUG JST: 13, 1960 599 
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ROCKWELL-STANDARD 


ROCKWELL 





STANDARD 


. » . EXPANDS 
FOREIGN OPERATIONS 
INTO AUSTRALIA 


it continues to serve: 
* Transportation * Construction 
¢ Agriculture * Petroleum 
* Public Utilities * General 


Industry and Government 


better with Rockwell-Standard: 


Axles * Transmissions 

Torque Converters 

Leaf and Mechanical Springs 
Bumpers * Cushion Springs 
Brakes * Forgings * Stampings 
Grating * Universal Joints 
Executive Aircraft 

Lighting Standards 

Gas and Liquid Filters 


DIVIDEND NOTICE 


1¢ Board of Directors has today 


declared a regular quarterly dividend 


fifty cents (50¢) per share on the 
»ommon Stock of the Company, 
yable September 10, 1960, to 


shareholders of record at the close of 


siness August 18, 1960. 


A. A. Finnell, Secretary 
y 22, 1960 


arom 
CORPORATION ~~". a 


STAND 


CORAOPOLIS, PENNSYLVANIA 

















Pullman 
Incorporated 


— 397th Dividend — 
94th Consecutive Year of 
Quarterly Cash Dividends 


A quarterly dividend of fifty 
cents (50¢) per share will 
be paid on September 14, 
1960, to stockholders of 
record August 19, 1960. 


CHAMP CARRY ' 


President 


Division and Subsidiaries: 
Pullman-Standard division 
The M. W. Kellogg Company 
Trailmobile Inc. 
Trailmobile Finance Company 
Swindell-Dressler Corporation 
Transport Leasing Company 
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has eroded comparatively little 
despite almost static demand, and 
a recent operating rate for the 
industry of only about 75% to 
80% of capacity, These conditions 
reflect the slow-down in highway 
construction and other public 
works, which in turn was caused 
largely by the high interest rates. 
Under these circumstances profit 
margins must be considered fair 
and earnings reasonably satisfac- 
tory in terms of stock prices, 
most of which have retreated con- 
siderably in recent years. If busi- 
ness activity should falter seri- 
ously in the months ahead it may 
be taken for granted that the 
incoming Washington Administra- 
tion, regardless of party affilia- 
tion, would be besieged by in- 
sistent demands to stimulate 
highway construction and other 
public works. 


Other Segments Caught in the 
Cost-Price Squeeze 


Gypsum—tThe drop in demand 
for gypsum wallboard, insulating 
board, siding and shingles has 
had an adverse effect on opera- 
tions of such major suppliers as 
Bestwall Gypsum, Johns-Manville, 
U.S. Gypsum, National Gypsum, 
Celotex and Ruberoid. Prices have 
not weakened, however, as much 
as might have been expected on 
the basis of industry practices 
in earlier years. In some areas 
prices are even averaging slightly 
higher than a year ago, but 
wages have increased to counter- 
act any hoped-for improvement 
in margins. @ Asphalt roofing 
prices, which were reduced sharp- 
ly last summer, have recovered 
moderately, but not enough to 
compensate for lower margins 
caused in part by a lower rate 
of operations. 

With demand for plywood and 
lumber receding below previously 
projected volumes, prices in this 
field have eased and producers 
have felt the familiar squeeze on 
profit margins. Overcapacity in 
fir plywood in particular has ex- 
erted a restrictive influence on the 
price structure and depressed 
earnings of representative proces- 
sors. Little hope of significant 
improvement is anticipated be- 
fore 1961 at the earliest. Unus- 
ual tax advantages enjoyed by 
Georgia-Pacific and other timber 
reserve owners may, however, 
soften the disappointing showing 
in sales this year. 


The Same Dreary Story for 
Plumbing and Air-Conditicnin 

After a relatively good yea 
in 1959, plumbing and he itin, 
manufacturers have felt th 
subsequent slump in resid: nti: 
construction. The drop in sngk 
family houses was not, as it nigh 
have been, fully offset by tl e ip. 
crease in construction of 5 »art\ 
ments, hotels and office builc ing; 
As in other segments, overc ipa. 
ity has induced keen compe itio: 
and contributed to a disagre 2ab|: 
narrowing of margins. 

Conditions have continue’ wu. 
satisfactory in air conditio iing, 
largely because of resistance 0 
the part of consumers to 1 sin 
costs of equipment and be: aus 
of aggressive competition. Car 
rier, a leader in the industry wa 
severely handicapped by a pro 
tracted labor dispute, whicl de 
layed fulfilment of cont acts 
Sales of room conditioners ay 
been retarded this year by th 
relatively cool summer as we |! a 
by a gradual shrinkage in the 
actual consumer market, whic! 
seems to have been oveiestiy 
mated. The long-awaited boo n i! 
demand for coolers has beer de 
ferred again. 

For the Investor 

With only few exceptions prices 
of representative building stock 
—most of which are included i 
the appended tabulation—jiay 
eased off considerably from thei 
highs of a year or more ag 
Even so, the quality issues cal 
scarcely be labeled as ‘“‘cheap’’ 0 
basis of customary earning ar 
yield evaluations. Yet, represen 
tative issues have encountere(, 
recent investment demand an} 
have shown indications of stab: 
lizing or improving moderately 
Hope of a building boom in the 
early 1960’s probably has spurre 
some long-term purchases. A fe\ 
issues have even scored substal: 
tial gains, among them Crane 
the character of which has bee 
altered by a change in manage 
ment philosophy following : 
shake-up in top personnel. 

The foregoing analysis make 
it clear that typical representa: 
tives of the building industry ar 
not especially attractive from ‘ 
current viewpoint, but they ma! 
be held for long-term apprecia 
tion, especially where purchase 
at lower levels and affording 2! 
attractive yield upon their 0s 
basis. 


THE MAGAZINE OF WALL STREE! 
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Political Factors Might Alter 
Picture Drastically 


But it would be misleading to 
draw only this neutral conclusion 
withow! taking more particular 
notice of the important impact 
which a possible change in the 


Wash gton Administration might 
have. onsider for a moment the 
possil » effect upon construction 
activi of the enactment into 
legis: ion of some of the propos- 
als in 1e Democratic platform. 
Dis garding for the moment 
the s mulating influence of in- 
crease military spending, let us 


see w at else has been proposed 


that ould find reflection in con- 
struc’ on volume. Expenditures in 
the a’ -a of $1.1 billion have been 
recon tended for school aid, in- 
cludir - teachers’ salaries as well 
as t!- building of new class 


room: Housing projects for the 
aged, urban renewal plans and 
gover ment assistance for public 
housi :g would cost an additional 
$300 million. Substantial 


con- 
struc ‘on would be involved in 
new .irports costing upward of 


$50 million as well as for social 
welfare ideas like the Youth Con- 
servation Corps. 

A oost in defense spending of 
$2.5 billion or more also would 
set the stage for an enormous up- 
surge in building—not only of 
additions to plants but also in 
residential activity. The vigorous 
rise in economic growth proposed 
to provide funds with which to 
finance higher government ex- 
penditures would certainly find 
substantial] expression in the im- 
portant construction industry. 


What Would Easy Money 
Mean? 


Another factor, already briefly 
alluded to, must be given greater 
emphasis in the light of a possible 
change in Administration, That is 
the platform plank calling for 
restoration of easy money rates. 
Tight credit has represented one 
of the big handicaps for residen- 
tial building for the last few 
years. Whether or not a Demo- 
cratic Administration, supported 
by a strong majority of Congress, 
could fulfill hopes of easy money 
—such as prevailed a decade or 
two ago—is another question. 
Com etent observers argue that 
something more than legislative 
flat vould be required to lower 
Inter »st rates to any substantial 
exte t. Even so, the possibility of 
1ST 


13, 1960 


a development along this line 
should not be lightly dismissed in 
considering building stocks. 


Increasing Government Role in 
Construction 


Government financial assistance 
in encouraging home ownership 
by wage earners, and in stimulat- 
ing highway construction has 
been stepped up significantly in 
the last generation. Judged by 
views expressed in Congress and 
in political speeches, ‘more of the 
same” can be expected, As a case 
in point, Washington authorities 
acted in October of last year to 
check deflationary forces caused 
by tight money. FHA rates were 
raised one quarter of one per cent 
to attract institutional mortgage 
funds. Subsequently, borrowing 
regulations were liberalized by 
lowering the amount of down 
payments required. These steps 
were taken by a Republican Ad- 
ministration. What more might 
not be done by a Democratic re- 
gime? 

In short, a strong political case 
can be presented for channeling 
massive government funds into 
public works and in stimulating 
private construction by various 
outlook for building companies 
should not obscure the active role 
they would play under such con- 
means. The currently uninspiring 
ditions. END 





The Challenge Of The Future 
Demands Astute Management 
To Make Research Pay Off! 





(Continued from page 573) 


AT&T already uses optical scan- 
ning devices in the preparation 
of its dividend checks, and the 
Bank of America employs mag- 
netic scanning in its new ac- 
counting procedures, but the prof- 
itability of scanning devices is 
still at least a decade away. 

The reason is fairly simple. 
Today’s devices are so crude and 
slow that companies engaged in 
the field must plow back all of 
their revenues into further re- 
search for newer and better scan- 
ners. 

For GE, IBM and Sperry Rand, 
all active in this new field, par- 
ticipation can be paid for out of 
general corporate funds, and their 
survival will not depend on the 
rapidity with which they develop 
successful models. But for Far- 
rington and Baird-Atemics, both 


| 





National 
Distillers 
and 





Chemical 


DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
30¢ per share on the outstand- 
ing Common Stock, payable on 
September 1, 1960, to stockhold- 
ers of record on August 11, 1960. 
The transfer books will not close. 
PAUL C. JAMESON 
suly 28, 1960. Treasurer 





Corporation 











PHELPS DODGE 
CORPORATION 


- 


The Board of Directors has 
declared a third-quarter divi- 
dend of Seventy-five Cents (75¢) 
per share on the capital stock of 
this Corporation, payable Sep- 
tember 9, 1960 to stockholders 
of record August 15, 1960. 


M. W. URQUHART, 
Treasurer. 


July 27, 1960. 





























SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 86 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pey- 
able September 14, 1960 to 
stockholders of record at the 
close of business on August 
31, 1960. 


W. S. TARVER 


Secretary 
Dated: July 23, 1960. 
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ONE OF NEW YORK’S 
FINER HOTELS 


On the city’s most famous 
thoroughfare, 5th Avenue in 
exclusive Washington Square. 
Spacious single rooms from $10 
daily. With air-conditioning from 
$12-$14. Lavish 2 & 3 room apart- 
ments with serving pantries. 
Television available. 
SPECIAL RATES 
on a monthly 
basis. Additional 
substantial 
savings, on 
unfurnished and 
furnished 
apartments 

on lease. 





Write for descriptive brochure 
N. Scheinman, Managing Director 


i 


ONE OF THE WORLD'S 
DISTINGUISHED RESTAURANTS 


575 Park Avenue at 63rd St. 
NEW YORK 


LUNCHEON 
COCKTAILS 
DINNER 
SUNDAY BRUNCH 


Open seven days a week 
BANQUETS & PARTIES 
Oi d-Tel] a OF-1ael-M a lelalela-te| 


For Reservations: Michel, 


TEmpleton 8-6490 
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prime speculative favorites in re- 
cent months on the basis of their 
scanners, the future is in serious 
doubt regardless of the market’s 
enthusiasm for the stocks. 

The difference, of course, is not 
only the disparity in finances. The 
whole question of the relative 
managerial abilities of the com- 
panies is involved. Both groups 
may be run by competent men. 
But GE and IBM have already 
proved that they possess man- 
agement capable of seeing the 
potential of new fields and finding 
the ways and means to reap 
profits from new products; the 
others are untested. 

Such judgment is, of course, 
crucial for investors. Since they 
cannot appraise the new sciences, 
their wisest course is to appraise 
the performance records of com- 
panies and their management 
teams. 

They can rest assured that GE, 
IBM and Sperry, to name just 
a few, will be in the vanguard 
of new electronic developments. 
Du pont will continue to be among 
the front runners in the develop- 
ment of new chemical compounds 
and Dow will always pioneer in 
metallurgical chemistry. 

The challenge of the future will 
not lie primarily in new product 
development. The breakthrough 
in science assures that new prod- 
ucts will come forth now in pro- 
fusion. The real test will lie in 
management’s ability to walk the 
thin line between research out- 
lays, obsolescence and the devel- 
opment of new sources of profits. 
This is management’s most im- 
portant responsibility. 


Some Things to Come 


With this background, it is in- 
teresting to trace some of the 
newer developments and attempt 
an appraisal of their usefulness. 
The light laser, probably the new- 
est star on the horizon, opens up 
an entirely new field of communi- 
cation and photography. But it 
may also have other and perhaps 
more important uses. Its creators 
have already hinted that the con- 
centration of a narrow beam of 
light may destroy bacteria more 
efficiently than other agents. It is 
not a big jump to imagine the 
concentration of the beam on hu- 
man beings or machines, bringing 
to fruition the long fabled “death 
ray” that was the dream of Stein- 
metz after World War I: 

In other exotic areas, the ster- 


oid drugs, used today principal 
to cut down inflammations and ; 
the treatment of arthritis, giy 
evidence of a still untapped reser. 
voir of curative powers for man 
ills. No new drugs have so excite 
the medical researchers wit! 
their potential. 

Progress in the use of steroid 
for cancer, as an antidote fo, 
cardiovascular diseases and a 
oral contraceptives has alread 
been reported. The latter us 
alone may be world-shaking if ji 
can be developed cheaply en ug) 
to help solve the world’s ver. 
population problems. 

Schering, Eli Lilly, Syntex. Up. 
john and Merck are among the 
major drug companies act vely 
engaged in steroid research 

In chemicals, the new e 0x 
resins are creating a whole ney 
family of adhesives and pr tec. 
tive coatings for houses and cthe 
materials. 

3ut investors with their eye 
on the exotic often miss less sen. 
sational but more profitable op- 
portunities. Cluett Peabody, fo 
instance, has been a rewar ling 
stock holding because of _ it 
stretchable papers. The majo 
textile companies may in tun 
offer excitement from equall 
prosaic developments. Cotton, for: 
merly king of the textiles, ha 
been displaced by synthetic fab- 
rics, but it has lately been mak. 
ing a comeback by virtue of # 
chemical treatment that makes it 
a “wash-and-wear” fabric. Othe 
amazing qualities that will rep 
der cotton competitive with syn 
thetics are on the way. 

Wool may enjoy a similar re 
surgence. Research in the las 
two years points toward a whol 
new line of miracle wool fabric 
in no more than a year. In the 
process, men’s clothing may un 
dergo startling changes, impart: 
ing new life to that dormant 
industry. 

One last technical marvel need 
discussing. 

So far only in its infancy, the 
fuel cell may within ten years dis 
place most conventional sources 
of power. The fuel cell convert: 
chemical energy directly into elec: 
tricity at a rate more than 
twice as efficient as other energy 
sources. The principle has beet 
known for years and, in fact, is 
incorporated in the familiar flash: 
light battery. But new method: 
for stepping up its power have 
encouraged such companies a‘ 
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Electric Storage Battery, Clark 
Equipment and Yale & Towne to 
begin work on electrically pow- 
ered trucks and autos for com- 
mercinl purposes. 

Good Management, the Best 
Assurance of Success 

face of industry is chang- 
posing enormous 


— 


T . 
ing apidly, 


chall. nges for investors as well 
as co porate management. In the 
past, when the pace was more 
leisu:cly, there was ample time 
for t.e laggard to catch up. To- 
day ‘ie backward company may 
find impossible to regain lost 
groud without spending mil- 
lions over a span of years, at 
great sacrifice of current profits. 
Whe: this factor is added to the 
others already squeezing corpo- 
rate profit margins it becomes 
apparent that investors must 
staki their fortunes on capable 
man: gement teams with the 
proved ability and know-how to 


stay out ahead. This Magazine 
will -ontinue to point out and dis- 
cuss these companies. END 





What 196C Second Quarter 
Earnings Reports Reveal 





(Continued from page 570) 


be sure, more substantial edrn- 
ings gains can be found. Old 
reliable IBM lifted June quar- 
ter sales and earnings to a level 
second only to that for the final 
quarter of 1959. A smaller com- 
ponent of the same _ industry, 
Burroughs, also enjoyed a cheer- 
ing, 18% increase in sales, which 
was translated into a 50% net 
income gain to 39¢ a share from 
26¢ a year ago. During the last 
three years Burroughs has sacri- 
ficed. earnings performance to 
heavy research, and the current 
report gives stockholders hope 
that the pay-off period may be 
approaching. 

Polaroid again enjoyed its cus- 
tomary progress, with an expan- 
sion in net income to 47¢ from 
38¢ a year ago, and Brunswick 
Corporation was no laggard, its 
own earnings climbing to 78¢ a 
share from 60¢. Among less 
glamorous industries the foods 
also turned in a creditable per- 
formance, by not merely improv- 
ing sales but lifting profit mar- 
gins at the same time. To cite a 
Singie company only, National 
Biscuit raised quarterly sales 5% 
AUGUST 


13, 19690 


BENEFICIAL 


FINANCE CO. 


125th CONSECUTIVE QUARTERLY CASH DIVIDEND 


The Board of Directors has declared a quarterly 
cash dividend of 


$.25 per share on Common Stock 
payable September 30, 1960 to stockholders of 
record at close of business September 9, 1960. 


# Over 1,200 offices in 
#2 U.S., Canada and England 


BENEFICIAL 
FINANCE 


SYSTEM 





Wm. E. Thompson 


Secretary 
July 27, 1960 





to $111 million, while its earnings 
climbed to $1.01, a new record, 
from 86¢ a year ago. 


Necessity for Perspective 


But it must be admitted that 
really exciting earnings perform- 
ance was hard to find in the re- 
cent June quarter. Several of the 
growth industries evidently ran 
out of steam, and even some of 
the stable consumer companies 
suffered an unaccustomed _let- 
down. In the latter group, for 
example, the two can companies 
both reported distinctly unfavor- 
able comparisons with last year, 
although some solace can perhaps 
be found in their recovery from 
the exceptionally poor results for 
the first quarter of the current 
year. 

It is important, however, to 
keep the results herein summar- 
ized in proper perspective. Taken 
on the whole, earnings in them- 
selves were not really bad. It is 
rather their contrast with the 
earlier excessive optimism that 
has administered an unpleasant 
shock, In happy disregard of the 
problems mentioned at the begin- 
ning of this article prices were 
bid up to unjustified levels. These 
problems have not yet been solved 
and stocks still look generously 
priced even after the _ recent 
shake-out. END 





Drive To Strengthen Our 
Balance Of Payments Position 





(Continued from page 579) 
Imports Remain Stable 


Thus far this year, imports 
have been running at about the 
same level as they did a year ago. 

&> The spectacular rise in auto- 
mobile imports of the past few 
years has been halted with the 
increasing popularity of our own 





_ [YALE & TOWNE 
| ~ 290th Quarterly Dividend 
1 EC) ER 27M Share 
if & ==SS5 Payable: 

, Oct. 1, 1950 
Record date: 


INS Sept. 13, 1960 
Ss 





S bil Declared: 
\ enh a July 28, 1960 
| am 
"(8 \3 Elmer F. Franz 
\ = iy Vice President 
IH") 3 and Treasurer 


THE YALE & TOWNE mrc.co 
Lock and Hardware Products since 1868 
Materials Handling Equipment since 1875 
Cash dividends paid every year since 1899 











i ited. 
CARBIDE 


A quarterly dividend of Ninety cents 


(90¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable Sept. 1, 1960 to 
stockholders of record at the close of 
business August 5, 1960. 


JOHN F SHANKLIN 


Secretary and Treasurer 
UNION CARBIDE CORPORATION 











compacts, and foreign car inven- 
tories in this country are begin- 
ning to pile up. 

Imports of steelmill products, 
up sharply because of the strike 
last fall, show signs of leveling 
off this year. There is some fall- 
off in our imports of wool and 
meat products, but most commod- 
ity groups appear to be about on 
a par with last year. 

U.S. Imports by Cemmodity 

U.S. imports from Canada, 
Latin America, and the overseas 
Sterling Area are running at 


about the same rate as last year. 
Imports from Western Europe 
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are up slightly and imports from 
Japan are up by some $100 mil- 
lion—about half as much as our 
exports to Japan have risen. 


Balance on Services Less 
Favorable 


U.S. payments for services (ex- 
cluding spending by our armed 
forces abroad) were about 10 per 
cent higher during the first six 
months of 1960 than during the 
same period in 1959. This was 
chiefly due to the rise of Ameri- 
can tourism abroad. Income re- 
ceived by foreigners on their 
investments here was virtually 
unchanged; although foreigners 
have increased their holdings in 
this country, interest returns 
were lower than they were in 
1959. Armed forces spending 
abroad this year is slightly below 
last year’s level. 

U.S. receipts for services are a 
trifle above what they were a 
year ago; during the rest of this 
year they will probably be at the 
same level as they were in the 
second half of 1959. 


Capital Movements 


Government grants (nonmili- 
tary) are at about the same level 
as in 1959. Net loans and U.S. 
Government grants are also 
roughly the same, not counting 
the $80 million subscription to 
the new Inter-American Develop- 
ment Bank in June. Net Govern- 
ment outflows for the year will 
in all probability exceed the $358 
million total for 1959 unless for- 
eign countries again make sizable 
debt repayments in advance. 

> Thus far this year, such pre- 
payments have been relatively 
small; the largest prepayment 
was $24 million paid in advance 
by France to the Export-Import 
Bank on July 1. 

& The proposed $320 million 
U.S. subscription to the Interna- 
tional Development Association 
will create a large additional out- 
flow. This transfer is scheduled 
for the end of 1960, but may not 
take place until next year. 

> The net outflow of U.S. pri- 
vate capital is running at about 
the same level as in 1959. 

A reduction in net direct in- 
vestments particularly in Latin 
America, has been offset by 
larger offerings of new issues of 
foreign securities here and an in- 
crease in short-term capital out- 
flows. 
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With money tighter abroad, 
the World Bank, the Australian 
Government and the City of Oslo, 
among others, sold bonds in the 
New York market. Slated for 
later this year is a $63 million 
offering by Venezuela. Despite 
the advice of the Canadian Fi- 
nance Minister to Canadian prov- 
inces and municipalities, urging 
them not to go abroad for financ- 
ing, Canadian offerings of about 
$150 million have already been 
placed in New York this year. 


&> The outlook for private capi- 
tal investment aboard for the rest 
of the year is mixed. 

The disturbances in Cuba may 
well cut the flow to Latin Amer- 
ica as a whole; on the other hand, 
with both the European Common 
Market and the Free Trade Asso- 
ciation pushing forward, many 
American companies are intensi- 
fying their efforts to get a foot- 
hold in Western Europe. 


Foreign Investment in the U.S. 
—Although most interest has 
been focused upon U.S. invest- 
ment abroad, the growth of for- 
eign investment in the United 
States has not gone unnoticed. 


> British investors have been 
particularly active here; probably 
the transactions which have re- 
ceived the widest publicity have 
been the investment of $25 mil- 
lion in New York’s Grand Central 
City now under construction. 
More recently, Dollar Land Hold- 
ings, Ltd., a new British concern, 
announced that it had contracted 
to buv the Cross County Shop- 
ping Center in Yonkers for $22.5 
million, and the Bowater Paper 
Corp. is adding another paper 
mill to its holdings in the South. 


& Investors from other West- 
ern European countries are also 
active — Olivetti has invested 
nearly $9 million in the Under- 
wood Corp., Daimler-Benz has 
helped to finance some of Stude- 
baker’s operations, and the Hugo 
Stinnes interests in Germany 
have bought out a Los Angeles 
industrial equipment manufac- 
turer. The Japanese, too, are in- 
vesting here; recently a Japanese 
sewing machine manufacturer ac- 
quired the 10l-year old New 
Home Sewing Machine Company 
in Los Angeles. 


Total foreign long-term invest- 
ment here this year may again 
reach the half billion dollar mark 
of 1959. 


Smaller Gold Outflow 


The U.S. Treasury’s stock of 
gold was reduced by another %292, 
million this year, through July 
27. This is only a fourth of the 
amount lost during the same pe. 
riod in 1959. Since gold with. 
drawals can be effected wit! out 
prior notice, it is somewhat «iff. 
cult to forecast possible with. 
drawals for the rest of the year, 

During the first half of 1 60, 
foreign short-term dollar hold. 
ings, largely in the form of JS. 
Treasury bills and _ certific: tes, 
bank deposits, commercial pz ver, 
and bankers’ acceptances, _in- 
creased by a little more tha: $1 
billion. 


If the general trend of the irst 
six months continues throug! out 
the year, we may expect the »al- 
ance-of-payments deficit for the 
year to be about $2.5 billion 


This is an improvement ver 
1958 and 1959, but is still too 
large to be endured indefinitely. 
During the coming years we n.ust 
intensify our efforts to bring ow 
international payments int a 
sustainable balance, not only for 
the sake of our own economic 
well-being, but for that of the 
Free World as a whole. IND 





The Two Great Differences In 
Conception Between 
Republicans And Democrats 
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area of health the Democrats 20 
all out for medical care of the 
aged, regardless of ability to pay. 
as a part of the Social Security 
System, to be financed by al 
equal pay-roll tax on employe! 
and employee. Since everyone 6) 
or older—62 in the case of womet 
—would be eligible for benetits, 
the costs would be staggering: 
the tax would have to go up ant 
ever up. Even without the burden 
of health care, Social Security tax 
collections for the recently ende 
fiscal year were already $600 mil- 
lion under payments to benef 
claries. 

In a saner approach to the 
health problems of the aged, the 
Republicans support a system 0 
insurance “on a sound fiscal basis 
through a contributory system, 
allowing the option of private 
health insurance to those whé 
would elect it. Where the Demo 
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ratic plank would provide health 
surance for everyone without 
yegard for the real need for Fed- 


gral assistance, the Republicans 


tipulate that only the aged in 
actual »eed of help should benefit 
from t'e program. 

The Democratic proposal lacks 
actuari:l soundness and would 
surely ‘ead to unlimited and un- 


fair de .ands on the part of many 
able t. provide their own care, 
while »>e Republican plan gives 
the ag 1 the opportunity to se- 
Ject t) cir own plan of medical 
care, vee of any bureaucratic 
dictati "1. 

Dem crats Criticize Defense 

Accomplishments 
In te essential area of military 


prepa: dness we find the Demo- 
crats deliberately downgrading 
our d fense posture and parti- 
sanly eclaring to the world that 
under -he present Administration 
we he ve fallen behind the Rus- 
sians in missile rocketry and 
space exploration. In this asser- 
tion they disregard the fact that 
our iritia] missile program—the 
Atlas--was halted by the Demo- 
cratic Administration when Sen- 
ator Stuart Symington, Missouri 
Democrat, was Secretary of the 
Air Force. 

Aside from these rash state- 
ments in the Democratic position, 
the defense planks in the two 
platforms are substantially simi- 
lar, each pledging broad study 
and intensified research. The Re- 
publican plank is, however, more 
specific with respect to missilery 
and space exploration and calls 
for deterrent forces capable of 
coping with local brush wars as 
well as the all-out nuclear holo- 
caust. 

In reply to the Democratic 
charges of a defense lag, it 
may be noted that the Repub- 
lican Administration has per- 
fected both the atomic powered 
submarine and the Polaris mis- 
sile which can be fired from 
undersea craft, the latter a 
highly maneuverable rocket- 
launching base, virtually impos- 
sible of detection by the enemy. 
These weapons constitute two 
of the most effective war de- 
terrents in our whole defense 
establishment. 


Democrats Propose Massive 


Federal Aid to Education 


The Democrats promise large- 
Scale Federal aid for both class- 
AUG IST 
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room construction and teachers’ 
salaries “within the traditional 
framework of local control.” To 
assume that this framework can 
survive the injection of politically 
controlled funds is cynical, to say 
the least. The Supreme Court has 
often ruled—notably in the field 
of labor-management relations— 
that Federal legislation in any 
field of activity or endeavor pre- 
empts the powers of the states. 
Once the Federal government be- 
gins aiding local communities in 
meeting teachers’ income de- 
mands, it is unlikely to be long 
before a Washington bureaucracy 
starts “suggesting” curricula and 
general policy. 

With a flat declaration that 
primary responsibility for educa- 
tion must remain with the local 
community and state, the Repub- 
lican plank asserts that the Fed- 
eral government should “assist 
selectively in strengthening edu- 
cation without interfering with 
full local control of schools.” 
There is a pledge of support to 
primary and secondary schools by 
a program of Federal aid for con- 
struction—pacing it to the real 
needs of individual schoo] dis- 
tricts. and requiring state ap- 
proval and participation. 


Rival Platforms Closest on 
Civil Rights 

It is in the area of civil rights 
that the two programs come clos- 
est to agreement. The Democrats, 
however, in addition to proposing 
strict enforcement of minority 
voting rights, would authorize the 
Attorney General to intervene by 
court action in every area of life 
where racial discrimination is al- 
leged. Specifically, the Democratic 
platform declares against discrim- 
ination in ‘Federally assisted’ 
housing, which would presumably 
include homes financed by FHA- 
guaranteed mortgages. It further 
proposes creation of a Fair Em- 
ployment Practices Commission, 
with power to invade the field of 
private employment in seeking 
out alleged instances of discrimi- 
nation. 

The Republican plank is some- 
what more moderate in these last 
two areas, It calls for an end of 
labor union exclusion of negro 
members, but limits direct inter- 
vention to employers executing 
government contracts and_ to 
housing directly financed by the 
Federal government. 


If the writer, on the basis of 


an intimate knowledge of racial 
problems in one section of the 
nation, may editorialize briefly, 
he would comment that Civil 
Rights planks of both parties go 
to extremes that flarnt traditions 
and social customs older than the 
Republic itself. These traditions 
and customs are not being de- 
fended here, but it is believed 
that problems of racial discrimi- 
nation would be more perma- 
nently solved through moderation 
and education than by legislative 
fiat. 


Democrats Would Bar 
“Right-to-Work” Laws 


The labor plark of the Demo- 
cratic Party was unquestionably 
written by the AFL-CIO for the 
high command. Careful perusal 
of the entire text gives the un- 
mistakeable impression that the 
one-time party of Jefferson would 
completely emasculate the Taft- 
Hartley and even the _ recent 
Landrum-Griffin Acts, reverting 
to the labor-management jungle 
and short-sighted partiality that 
existed under the old Wagner Act 
—which Labor fondly regards as 
its “Magna Carta.” 

In addition, the Democratic 
platform calls for a minimum 
wage of $1.25 across the board, 
regardless of the ability of small 
industries to bear this burden. 
Finally, as another step toward 
the extinction of the state sover- 
eignty and in direct opposition to 
laws already passed in 18 states, 
the Democrats would outlaw the 
rights of states to bar union 
shops. 

The GOP platform ignores the 
latter issue, and Mr. Nixon has 
declared that it is a matter which 
the states should resolve for 
themselves although he seems 
personally averse to a national 
right-to-work law. The Republi- 
cans also favor a boost in the 
minimum wage, but without the 
$1.25 ceiling and on a sliding 
scale that will avoid the wiping 
out of smaller companies. 


Are “Rights” Conferred by 
the State? 


Both of these political plat- 
forms are lengthy, the Democ- 
ratic utterance being a particu- 
larly formidable document, aul it 
is not possible “to cover the 
waterfront” in this article. The 
foregoing discussion, illustrates 
clearly, however, the two parties’ 
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divergent views upon major is- 
sues, and particularly on the cru- 
cial questions of Communism and 
basic economic philosophy. A 
further clue may be found in the 
titles of the two platforms. The 
Republicans call theirs “Build- 
ing a Better America,” while the 
Democrats borrow the term “The 
Rights of Man” from the French 
Revolution. 

The Republican emphasis is 
upon what all of us must do to 
survive as a free people; 

©The Democrats adopt the 
premise that all of us are born 
with every conceivable “right” 
regardless of individual initiative 
and ability. 

>In brief, the government owes 
everything to everybody, and the 
Democratic Party will supply all 
these wants through largesse 
from the Federal Treasury. 

Carried to its logical con- 
clusion the Democratic platform 
will even supersede the Declara- 
tion of Independence. That in- 
spired document wisely refrained 
from promising every citizen 
more tangible rights than “the 
pursuit of happiness.” Under the 
Democratic regime the compo- 
nents of a happy life will no long- 
er be a matter of individual 
choice but will be determined for 
every citizen by some bureaucrat 
in Washington. 

Almost the only “right” 
that the Democratic platform 
does not promise is freedom 
from burdensome taxation. The 
essential elements of this pro- 
gram, if enacted into legisla- 
tion, would cost about $12 bil- 
lions a year — the figure is 
that of neutral economists. 
The Republican program, on 

the other hand, could, in the ab- 


sence of acute emergency, be 
carried on within the present 
budget. 


Sad Transformation of the 
Democratic Party 


The writer hesitates to de- 
scribe many of the foregoing rec- 
ommendations as “Democratic” 
policies, because the traditional 
Democratic party adhered to 
sound principles and worked for 
less materialistic objectives. Many 
fine Democratic leaders remain 
loyal to these ideals. The changed 
conditions, however, must be rec- 
ognized plainly. 

Today’s Democratic party rep- 
resents an unnatural but power- 
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ful coalition of supporters of the 
Jeffersonian tradition, misguided 
idealists and out-and-out leftists. 
The two latter groups are cur- 
rently in control. 

The support of the labor lead- 
ers, representing the only real 
dictatorship in the country, Is 
particularly important in the De- 
mocratic scheme for victory. Al- 
though the leftists and crackpots 
suffered a minor setback in the 
selection of Johnson as vice-pres- 
idential candidate, their over- 
whelming influence upon the 
Party, clearly reflected in its 
platform, cannot be doubted. 

Although political platforms 
are, by their very nature, set 
forth in broad terms, and some- 
times aim as much at conceal- 
ment as explanation, the tenor of 
the two documents in this cam- 
paign is clear, and the contrast 
between them in basic conception 
is wide, 

The Democratic platform prom- 
ises pie-in-the-sky, here and 
abroad, to be secured by a rapid 
extension of the powers of the 
state over the lives of every 
citizen. 

The Republican document as- 
serts that our greatest oppor- 
tunity is the opportunity to move 
forward as free citizens in an at- 
mosphere of free enterprise. 

The choice is up to the reader. 
Shall we continue as individual 
members of a free society or 
shall we abjectly surrender our 
rights to a powerful, paternalis- 
tic Washington bureaucracy? 

END 





The Paradox Of Rising Capital 
Expenditures And Declining 
Machinery Stocks 
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might have to reduce the rent it 
charges on all of its outstanding 
machines. 

Brunswick Corp. (60) depends 
upon the sale rather than the 
rental of pinsetters. Should the 
market for new bowling alleys 
decline from the present rate of 
about 25,000 new alleys per year, 
an astounding annual increase of 
about 18%, Brunswick would suf- 
fer more than AMF whose rental 
income on _ existing machines 
would probably prove more sta- 
ble. Hence Brunswick common is 
priced somewhat cheaper. by the 
market—typically selling at about 


13.5 times earnings vs. 20 time 
for AMF. During the first ha® 
of 1960 net per share gained 33! — 


. 
K 


to $1.06. Most of the com) wihW 


earnings are shown in the s»con} 
half of the year since new bowlin 7 
alleys are typically opened aft: 7 
Labor Day, and payments 01 m7 
chines shipped before the any 
often deferred to coincide wit) 
usage. = | 
The non-bowling oper tion | 
have growth appeal with er 1phe 9 
sis on the leisure-time anc hos § 
pitalization fields as well as « ppei : 
to the growing school age opi” 
lation. The recent acquisition (7 
Owens Yacht with its app«al t 
high income groups would seer 
to add a cyclical nature of fea) 
or famine, but the deman fu7 
yachts seems to be growing rap 
idly right now. 
Companies appealing to th} 
steel industry have shown a sw. | 
prising increase in backlogs. Blay }}} 
Knox (35) along with Mesta Ma | 
chine (55) and United Engineer 
ing (18) specialize in mach ner” 
for hot and cold rolling and «the 
finishing operations. Blaw {xno jj} 
has added importantly to its car 
ing power in recent years by pur 
chasing for cash such companie 
as Continental Foundry and Ma 
chine and Aetna-Standard Engi ~ 
neering. Reduced demand fi” 
consumable products such as roll 7 
for steel rolling mills that wea 
out with use, has been a depres 7} 
sant factor on earnings this yea) 
due to lower operating rates il) 
the steel industry. Some improve 7 
ment is expected in the fourt! 
quarter and the managements ¢! 
both Blaw Knox and Mesta hav 
announced higher backlogs, thi 
latter 50% higher than a yeal 
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ago and have expressed the hop 
that earnings will at least equa 
1959 which was hampered by th: 
long steel strike. 


Bucyrus-Erie (15) has had sev: 
eral years of very discouraging 
results, and the stock is an out 
right speculation on _ recovery 
There is some hope that intensive 
cost reduction, including manage 
ment’s move to transfer drill: 
manufacturing operations to the 
Evansville plant, will result ir 
larger earnings. Thus the prob 
lem is one where costs have vot: 
ten out of hand. In addition, the 
market for heavy cranes has re 
sponded only modestly to the 
general increase in capital spend: 
ing while the market for mining 
equipment and power shovels stil 
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| Share In Our 1960-61 Investment Programs... 
What and When to Buy - When to Take Profits 


Our audit of our 64% invested position on August 8 showed 
513 points profit available, over and above any losses, from 
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leaves much to be desired. It is 
hoped that the company will re- 
port a profit in 1960 after a loss 
of $0.94 per share in 1959, al- 
though last year operations would 
have been in the black, but for 
a special charge of $1.32 per 
share. On June 15, 1960 the com- 
pany reported that the backlog 
had improved to $18 million from 
$11.6 million a year ago. How- 
ever, those who hold the stock 
for a recovery to the old highs 
(it reached 56 in 1956) may have 
to be very patient. 

Babcock & Wilcox (30) and 
Combustion Engineering (23) 
promise a slow comeback in line 
with shipments of steam gener- 
ating equipment for public utili- 
ties. Since electric utilities make 
known their buying intentions a 
year or two ahead of time, these 
two capital goods suppliers pro- 
vide an opportunity to look ahead. 
The rise in new orders and the 
long lead time required to fill 
them, suggests with some degree 
of certainty that shipments in 
1961 and 1962 will be trending 
upward from the present de- 
pressed level. At the annual 
meeting Chairman Santry of 
Combustion said that 1960 earn- 
ings may be around $2.00 per 
share but that the rise in ship- 
ments expected in 1961 and 1962 
could result in earnings of $3.00 
and $4.00 respectively. However, 
the market wants to be shown. 

Combustion stock has_ been 
scraping bottom (1958-60 low is 
22) for some time and is 40% 
below its 1959 high of 3814. The 
estimate for 1960 of $2.00 now 
looks over-optimistie since first 
half earnings were only $0.72. 
Babcock’s earnings have held up 
better—$1.49 vs $1.65. 

Clark Equipment (32) Presi- 
dent George Spatta still expects 
to exceed his sales budget of $230 
million, 10% up from 1959, but 
lower profit margins have put the 
damper on earnings. Price cut- 
ting, higher labor and materials 





NOTE —“Sugar y Azucar” should 
have received a credit line for the 
beautiful art work that appeared in 
our July 16, 1960 issue, page 478, 
in connection with our story “A 
Wrap-up of the Sugar Situation.” 
Inadvertently this credit for use of 
their illustration was omitted and 
we should like to correct this situa- 
tion and extend our appreciation to 
“Sugar y Azucar”’. 
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costs and labor slowdowns in sev- 
eral plants were blamed for the 
drop in six-month earnings per 
share to $0.84 from $1.41 in the 
first half of 1959. Thus 1960 
earnings should be significantly 
below last year’s $2.61, adjusting 
for the 2 for 1 stock split. 

The new Michigan City truck 
trailer plant, which was under 
construction during part of last 
year is expected to ship at about 
a $35 million rate this year com- 
pared with $24 million in 1959. 
Another interesting point is the 
plan to expand the line of earth 
moving equipment to a sales vol- 
ume in 2 or 3 years of $100 mil- 
lion vs $60 million currently. Says 
aggressive George Spatta, “we 
are still a small fish in this pond 
and we can double our size easier 
than Caterpillar can, so we'll do 
it.” However, this plan may well 
be modified, considering the re- 
duced volume of industry sales 
so far this year. 

Lift trucks still amount to 
about 40% of sales. Shipments 
are at a high level currently, but 
this business can change very 
rapidly. Construction equipment 
amounts to about 30% of sales, 
and trailers to 15%. 

Ingersoll-Rand (69) enjoys the 
dominant position in the pneu- 
matic tool and compressor field. 
It is a quality situation with an 
ample cash position enabling a 
high dividend payout and with 
unusual profit margins that are 
in the area of 26% to 30% be- 
fore taxes. Some analysts feel 
that the company has lost con- 
siderable trade position to the 
more aggressive companies Gard- 
ner-Denver and Chicago Pneu- 
matic. The attempts to merge 
with Black & Decker indicate 
however that management is not 
entirely self-satisfied, 

The company’s annual report 
tells stockholders a bare mini- 
mum; it consists only of an 
abreviated balance sheet and 
income statement. Competitor 
Gardner-Denver, on the other 
hand, goes to extremes to pre- 
sent a worthwhile document giv- 
ing percentage breakdowns of 
sales according to the industries 
it serves along with many other 
details of its operations. Inger- 
soll Rand also has a story to tell, 
if it would only tell it. 

Cincinnati Milling (27). By far 
the largest machine tool producer, 
Cincinnati has maintained a 
steady dividend record despite an 


abrupt drop off in earnings ‘rom 
the $4.50 level in 1956 and ’5j 
to $1.62 in 1958 and $1.1) i: 
1959. Interim earnings this yea)’ 
indicate very mild improverient 
with net per share in the lates 
12 week period to June 26 of 2% 
vs 27¢ a year ago. An impr vei 
first quarter over 1959 however 
enabled net per share at the en( 
of 24 weeks to reach 49¢ top ding 
last years 37¢. 

While backlogs are up sme. 
what, the demand from U.S. cus. 
tomers is still at a very low ebb 
However, the company has igh 
hopes for a successful mac 1ine 
tool show in September ard 3 
consequent lift in orders in the 
fourth quarter. Should suci «4 
lift come about it would prob vb 
bolster shipments in the se oni 
and third quarters of next ) ear, 
since the lead time to fill or ler 
is four to eight months for 1 10s! 
of the company’s machines. | ow- 
ever, should a significant lii: ir 
new orders fail to develop in the 
fourth quarter the direct prs 
might finally reduce the $1.6! 
dividend. ENI 





Factors Precipitating 
Market Test 





(Continued from page 563 


point where investment prefer: 
ences will favor cash reserves. 
then the market may have dif. 
ficulty in mounting a sustaine( 
uptrend. 

From a technical viewpoint — 
The most encouraging aspect ha: 
been an absence of involuntar) 
selling as well as a general in- 
clination by investors to continu 
holding seasoned equities afford: 
ing satisfactory yields in which 
they have confidence for the long 
pull. 

The market’s behavior last 
week has been neither serious! 
disturbing nor particularly en- 
couraging. Optimists have foun( 
reason for hoping that the worst 
has been seen because the In- 
dustrial Average on two recent 
occasions failed tu penetrate on 
the downside, support level 
reached earlier in the year. 

However, if the industrials fi 
nally break through the spring 
support levels, a retreat of be 
tween 5 and 10 per cent wouli 
seem a logical expectation. 

—Monday, Augusi & 
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Are Your Securities 





OUT OF LINE 


— with Investment-Business Prospects? — With Your Own Aims? 


__ of the securities you own may have 
een a good buy when you acquired them 
.. but may be a better sale today. 


We have never advocated continuous 
witching of issues—but the conservative 
nvestor should be the first to replace any 
securities which, through change, no longer 
neasure up to the standards of quality, in- 
‘ome or growth he wants to maintain in his 
portfolio. 


Never before has there been such an ava- 
lanche of new products, “special use” ma- 
terials, new techniques— with activities 
ranging from the ocean depths to outer 
space. Certainly this is no time for a “do 
nothing” investment policy. 


It is the function of Investment Manage- 
ment Service, through careful, well-timed 
recommendations, to place and keep your 
investments “in line” with the march of 
scientific achievement, industrial advance- 
ment and investment opportunity. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account ... advising retention of those 
most attractive for income and growth ... 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 
point out unfavorable or overpriced securi- 
ties and make substitute recommendations 
in companies with unusually promising 1960 
prospects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held un- 
der the constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt concerning your invest- 
ments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you 
to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability. (Our annual fee is al- 
lowed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 








hw investors with $40,000 or more we shall be glad to send full information on Invest- 
ment Management Service. Our annual fee is based on the current value of the securities 
and cash to be supervised—so if you will tell us the present worth of your holdings or list 
them for our evaluation—we shall quote an exact fee—and answer any questions as to 


how our counsel can benefit you. 








INVESTMENT MANAGEMENT SERVICE 
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SHOCKING DISCOVERY! 


The electrifying secrets of cigarette flavor: 
800,000 tests a year to control tobacco moisture 


IT’S NOT THE ost affects 
cigarette taste. The American Tobacco Company developed 
the “‘shock test’’ to control tobacco moisture. Here the prong 
moisture meter measures electrical conductivity of strip to- 
bacco. Conductivity varies with moisture content. 





| aa 
AND AGAIN AND AGAIN. At other “check stations” the 
moisture is retested many times throughout the manufactur- 
ing process. These constant tests are essential to quality. 
When tobacco is too dry, it will not smoke smoothly. When 
it is too wet, it is flat, tasteless. 


THE TESTING NEVER STOPS. Even after cigarettes have gone 
to market, samples are recalled, stripped and rechecked for 
moisture to determine effects of storage and packaging. All in 
all, 800,000 moisture tests are made every year. Another ex- 
ample of American Tobacco’s incomparable quality control. 


r EF eae Pas =e ry A : 

THE TOBACCO IS TESTED AGAIN by smaller prong moist ire 
meters after shredding. Tests are conducted about every 15 
minutes as tobacco goes through the plant. Moisture is 1.0t 
allowed to vary more than a fraction of a per cent (not enough 


to affect cigarette taste). 
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MEANWHILE, BACK AT THE LAB, further tests of tobacco 
samples are made under precisely controlled temperature and 
humidity conditions. Samples are weighed to the closest, 
milligram, placed in a forced-circulation oven, then a cooling 
cabinet, then reweighed. Weight loss reveals moisture content, 
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